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TE ES RE TET 


MERCHANT MARINE STUDIES 
(Transfers to Foreign Flag) 


WEDNESDAY, MARCH 24, 1954 


Unirep STATES SENATE, 
SUBCOMMITTEE No. 4 oN WareR TRANSPORTATION OF THI 
COMMITTEE ON IN rERSTATE AND For! IGN C‘OMMER( E, 
Was hington, dD. €. 
The subcommittee met at 2:25 p. m., pursuant to call, in room G-16 
of the ¢ apite l, Senator John Marshall Butler presiding. 

Present: Senators Butler (chairman of the sul committee ), Potter, 
Mag UusoOnh, and Smathers. 

\lso present: Bertram O. Wisman, chief clerk; Donald D. Web 
ster, subcommittee counsel: Robert L’Heureux, counsel, and A. J. 
Bourbon, subcommittee staff membe1 

Senator Burter. The subcommittee will come to order. 


We have Se VE ral withesses today that we are roing to hear from. 


So, Lam going to start 5 minutes early 

As most of you probably know, representatives of organized Amer- 
ican maritime labor have voiced objections to the fact that the Mari 
time Administration has recently approved the requests of various 
American vessel owners to transfer to foreign registry approximately 


8 tanker In view of the seriousness of that complaint, we decided 
n our last subcommittee meet 2 To Invite Mr. Loi iS 5. Rothsehild, 
Maritime Administrator, to attend this hearing for the purpose of . 


explaining the circumstances surrounding his recent approvals, and 
a SCLUSSING with us the factors which he takes nto consideration in 
acting on requests t transter to foreign flac. Other interested 
pi rties have he n invited to preset nt their vie ws, 

Irom recent develo] ment f appears that certal eoments of the 
American shipping industry hope the Maritime Administration will 


approve many more requests to transfer fore) 

Perhaps those hopes are in the best national interest ; perhaps they 
are not. 

In any event, because of the serious effect which wholesale transfers 
foreign hnught have on the legitimate interests of Amet ican labor and 
on the necessary size of our merchant marine; and, on the other hand, 
because of the danger of unjustified interference \ ith property rights 
of American shipowners if Maritime arbitrarily denied permission 
to transfer foreign, the hearing and our report should have lasting 
effect on crit ical aspects of the merchant marine problem. 

Before calling Mr. Rothschild as our first w itness, I believe it would 
be well to reprint in the record sections 9, 37, and 41 of the Shipping 
Act of 1916, as amended. Those sections contain the present statu 
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tory provisions dealing with the requirement that owners of American 
vessels desiring to transfer them to foreign registry must first obtain 
the approval of the Maritime Administration. 

Che matter referred to is as follows:) 


SHIPPING AcT, 1916 


Sec. 9. That any vessel purchased, chartered, or leased from the board, by per- 





ons who are citizens of the United States, may be registered or enrolled and 
licensed, or both registered and enrolled and licensed, as a vessel of the United 
States and entitled to the benefits and privileges appertaining thereto: Provided, 
That foreign-built vessels admitted to American registry or enrollment and li- 
ce) ince his A and vessels owned by any corporation in which the United 
State su stockholder, and vessels sold, leased, or chartered by the board to any 


of the United States, as provided in this Act, may engage in the 
se trade of the United States while owned, leased, or chartered by such 


yx on 
Iivery vessel purchased, chartered, or leased from the board shall, unless other- 
wise thorized by the board, be operated only under such registry or enrollment 
and license. Such vessels while employed solely as merchant vessels shall be 
l t all laws, regulations, and liabilities governing merchant vessels, 
er the United States be interested therein as owner, in whole or in part, or 
hold any mortgage, lien, or other interest therein. 
Except as provided in section 611 of the Merchant Marine Act, 1936, as 


mended, it shall be unlawful, without the approval of the United States Mari- 


e Commission, to sell, mortgage, lease, charter, deliver, or in any manner 
transfer, or agree to sell, mortgage, lease, charter, deliver, or in any manner 
ransfer, to any person not a citizen of the United States, or transfer or place 
inder foreign registry or flag, any vessel or any interest therein owned in whole 
or in part by citizen of the United States and documented under the laws of 


the United States, or the last documentation of which was under the laws of the 
United States. 

Ar such vessel, or any interest therein, chartered, sold, transferred, or mort 
gaged to a person not a citizen of the United States or placed under a foreign 
registry or flag, or operated, in violation of any provision of this section shall be 
forfeited to the United States, and whoever violates any provision of this section 


shall be guilty of a misdemeanor and subject to a fine of not more than $5,000, 
or to imprisonn ent for not more than five vears, or both. 
* * * me * 
Sy 37. That hen the United States is at war or during any national emer- 


ren the existence of which is declared by proclamation of the President, it 
shall be unlawful, without first obtaining the approval of the board 





(a ro transfer to or place under any foreign registry or flag any vessel 
owned i hole or in part by any person a citizen of the United States or by 
orporation organized under the laws of the United States, or of any State, 
Territory, District, or possession thereof ; or 
b) To sell, mortgage, lease, charter, deliver, or in any manner transfer, or 
gree to seli, mortgage, lease, charter, deliver or in any manner transfer to 


any person not a citizen of the United States, (1) any such vessel or any 
nterest therein, or (2) any vessel documented under the laws of the United 
States, or any interest therein, or (3) any shipyard, drydock, ship-building 
ir ship-repairing plant or facilities, or any interest therein; or 

c) To enter into any contract, agreement, or understanding to construct 
a vessel within the United States for or to be delivered to any person not a 
citizen of the United States, without expressly stipulating that such con- 
struction shall not begin until after the war or emergency proclaimed by the 
President has ended ; or 

d) To make any agreement or effect any understanding whereby there is 
vested in or for the benefit of any person not a citizen of the United States, 
the controlling interest or a majority of the voting power in a corporation 
which is organized under the laws of the United States, or any State, Terri- 
tory, District, or possession thereof, and which owns any vessel, shipyard, 
drydock, or ship-building or ship-repairing plant or facilities; or 

(e) To cause or procure any vessel constructed in whole or in part within 
the United States, which has never cleared for any foreign port, to depart 
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from a port of the United States before it has been documented under the 
laws of the United States. 


Whoever violates, or attempts or conspires to violate, any of the provisions of 
this section shall be guilty of a misdemeanor, punishable by a fine of not more 
than $5,000 or by imprisonment for not more than five years, or both. 

Any vessel, shipyard, drydock, ship-building or ship-repairing plant or facil- 
ities, or interest therein, sold, mortgaged, leased, chartered, delivered, trans- 
ferred, or documented, or agreed to be sold, mortgaged, leased, chartered, deliv- 
ered, transferred, or documented, in violation of any of the provisions of this 
section, and any stocks, bonds, or other securities sold or transferred, or agreed 
to be sold or transferred, in violation of any of such provisions, or any vessel 
departing in violation of the provisions of subdivision (e), shall be forfeited 
to the United States. 

Any such sale, mortgage, lease, charter, delivery, transfer, documentation, or 
agreement therefore shall be void, whether made within or without the United 
States, and any consideration paid therefor or deposited in connection therewith 
shall be recoverable at the suit of the person who has paid or deposited the same, 
or his successors or assigns, after the tender of such vessel, shipyard, drydock, 
ship-building or ship-repairing plant or facilities, or interest therein, or of such 
stocks, bonds, or other securities, to the person entitled thereto, or after for- 
feiture thereof to the United States, unless the person to whom the consideration 
was paid, or in whose interest it was deposited, entered into the transaction in 
the honest belief that the person who paid or deposited such consideration was a 
citizen of the United States. 

* * a « * * * 


Sec. 41. That whenever by said section nine or thirty-seven the approval of the 
board is required to render any act or transaction lawful, such approval may be 
accorded either absolutely or upon such conditions as the board prescribes. 
Whenever the approval of the board is accorded upon any condition a statement 
of such condition shall be entered upon its records and incorporated in the 
same document or paper which notifies the applicant of such approval. A viola- 
tion of such condition so incorporated shall constitute a misdemeanor and shall be 
punishable by fine and imprisonment in the same manner, and shall subject the 
vessel, stocks, bonds, or other subject matter of the application conditionally ap- 
proved to forfeiture in the same manner, as though the Act conditionally ap- 
proved had been done without the approval of the bodrd, but the offense shall 
be deemed to have been committed at the time of the violation of the condition. 

Whenever by this Act the approval of the board is required to render any act or 
transaction lawful, whoever knowingly makes any false statement of a material 
fact to the board, or to any member thereof, or to any officer, attorney, or agent 
thereof, for the purpose of securing such approval, shall be guilty of a misde- 
meanor and subject to a fine of not more than $5,000, or to imprisonment for not 
more than five years, or both. 


Senator Burter. Mr. Rothschild, will you please proceed with your 
statement. 


STATEMENT OF LOUIS S. ROTHSCHILD, CHAIRMAN, FEDERAL 
MARITIME BOARD, AND ADMINISTRATOR, MARITIME ADMINIS- 
TRATION, ACCOMPANIED BY MAX E. HALPERN, ACTING GEN- 
ERAL COUNSEL, MARITIME ADMINISTRATION; AND CHARLES H. 
McGUIRE, CHIEF, OFFICE OF NATIONAL SHIPPING AUTHORITY 
AND GOVERNMENT AID 


Mr. Rotuscuiip. Mr. Chairman, gentlemen, my name is Louis S. 
Rothschild. I am Chairman of the Federal Maritime Board and 
Maritime Administrator. 

Your subcommittee has requested me to testify concerning the fac- 
tors which the Maritime Administration considers before it approves 
or rejects an application to transfer an American-flag vessel to 
foreign registry. My statement is a comparatively brief one and I 
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felt it would not be necessary for me to prepare a further summary 
ot the test mony I propose to olive. 
Before discussing the factors upon which transfer foreign is con- 
idered, I should like to mention briefly the legislative and policy 
derations which underlie sections 9 and 37 of the Shipping Act 
of 1916, as amended, the statutory provisions which are here 
applicabl 
Under these sections, it is unlawful to transfer a vessel documented 
under the laws of the United States or any other undocumented vessel 


to a noncitizen without prior approval of the Maritime Administra- 
tic 

Section 9 relates to control of foreign transfer in time of peace; 
section 57 apple 511 tline of war or national emergency and extends 
to vdditional types « t vessels not covered by section 9. 


Phe Shipping Act, 1916, and related merchant marine laws make 
evident that the provisions of sections 9 and 37 constitute part of a 
coordinated plan for the development of an American merchant 
marine in the interest of the national defense and economy. 

Their basic purpose is to restrict sales to aliens of vessels required 
ror the transportation of cargo i the foreign commerce of the United 


stat nd for its national defense 
\t outset, it should also be made clear that these provisions 
ere not intended to authorize the administrative agency to exercise 
te power over foreign transfer; rather, they contemplate 


ppropriate cases the necessity to impose some restriction upon 
1 fer of vessels which, but for factors peculiar to their special 
t\ n the nat onal ePCONOTLY and defense, would be freely sold or 


tral sferred like any other | rivate property. 


Y« find that the administration of these sections has been 
marked with a judicious regard for constitutional guaranties of 
property rights and with genuine respect for the need to use restraint 
on this broad discretionary author ity. and arbitrary exercise of which 


would be neonsistent with the American concept of the rights of 


The leo S| itive h story of thes sections and their several amend- 

ents confirm their basic purpose as merely limitations upon prop- 
erty rights and not as a grant of absolute authority to an administra- 
tive ag Cy 

\s originally enacted, section 9 prohibited merely sale or transfer 


to aliens, unless approved by the Shipping Board, of vessels pur- 
chased or chartered from the United States or when the United States 
Was at war or in a period of national emergency. It was also pro- 
vided that before a vessel could be thus sold or transferred to aliens, 
the vessel should be first offered to the Board at a fair price. 

In its first annual report of December 1917, the Shipping Board 
haracterized the effect of section 9 as follows: 


In the exercise of the powers conferred by this section, the Board has been 
compelled to deal with questions of extreme difficulty and delicacy. The author 
ity so conferred is in the main a war powe) It was obviously conferred upon 
he Board in order that there should be created that centralized control of ton 
age which is requisite for its effective mobilization in the conduct of the war. 

In the exercise of this power, therefore, the Board acts as an ageney through 
which the allocation of tonnage for the divers and rapidly changing needs of 
war is sought to be effected. In passing upon each application, it becomes neces 
sary to seek to balance the present and future requirements of our naval and 
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nrilitary forces, the requirements of such of our trades as deal with the produc- 
tion of munitions and military supplies, the requirements of our allies for similar 
purposes and for the transportation of foodstuffs, and, lastly, the ordinary trade 
requirements of our citizens insofar as they ay be conserved without detriment 
to the other demands. 

Section 9 was first amended in 1918 by deleting the provisions appli 


cable in time of war or national eme rgency which were included in a 
new section, now section 37. This section added additional vessels, 
such as undocumented vessels, to its coverage and also p laced similar 
restrictions upon the transfer and use of shipbuilding facilities. It 
did not, however, provide for an absolute prohibition against transfers 
foreign and only imposed restrictions to be applied to such transfer in 
time of war or national emergency. 


It also added the provision now found in section 41 which vested 
in the administrative agency discretion to impose such other condi 
tions as the Board might prescribe for foreign transfer. Since 1918 


section 37 has never been amended. 

Section 9 was again amended in 1920 by eliminating the provi ion 
requiring that a vessel sought to be t1 sferred foreign sh mn be first 
offered to the Shipping Board at its fair value. Finally, in 1958 it 
was further amended to include a type of vessel which it was consid 
ered was not prey lously covered, that S.,ve els, the last documentation 
of which was under the laws of the United States. 

The foregoing amendments, you will observe, do no more than to 


modify or 1n certain instances to add and eee comp letely 


various conditions or restrictions applicable to foreign transfer. Un- 
‘no circumstances do they constitute an a ite prohibition against 
transter fore lon, even in time of War or national emergency. As 


matter of fact, Congress on at least two separate occasions has refused 
to convert the discretionary authority to impose conditions upon 
transfer into an outright embargo against it. 

H. R. 3075, for example, introduced in 1940, and H. R. 3241, intro- 
duced in 1949, designed to prohibit absolutely any transfers foreign 
failed to receive approval from Congress. To the contrary, section 
6 of the 1920 act relating to the authority to sell vessels after World 
War I as well as section 6 of the 1946 Ship Sales Act covering sales 
of war-built vessels after World War II expressly authorized the sale 
‘f vessels owned by the Government to noncitizens. 

While mm 1948S Congress terminated the authority of the Maritime 
Commission to sell war-built vessels to aliens, Congress did not pro- 
hibit sales by the Maritime Commission of other than war-built vessels 
or of privately owned American-flag vessels to aliens. 

Coneress has had oceasion to Impose express prohibitions against 
transfer foreign under special circumstances. For example, with re 
spect to vessels built under the construction-differential subsidy pro- 
visions of title V of the Merchant Marine Act of 1936, section 503 
specifically requires that such vessels must remain documented under 
the laws of the United States for at least 20 years after completion. 

Section 12 of the Merchant Marine Act, 1920, and section 202 of 
the Merchant Marine Act, 1928, also contain provisions specifically 
requiring vessels remodeled, improved, or reconditioned pursuant 
thereto, to remain documented under the laws of the United States 
for a period of not less than 5 years from the date of the completion 
of the installation. 
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A subsidized operator may transfer a vessel foreign under section 
611 of the Merchant Marine Act of 1936 only where the United States 
defaults upon the subsidy contract or cancels it without just cause. 
Section 9 by an appropriate amendment expressly excepted the pro- 
visions of section 611. 

I make the foregoing references to these particular statutory provi- 
sions to exemplify the point I have made that these enactments of the 
Congress constitute a part of a coordinated plan for the maintenance 
of a privately owned and operated American merchant marine. 

The most recent expression of this congressional policy can be found 
in section 2 of the Merchant Ship Sales Act of 1946, which reads: 


Section 2 (a). It is necessary for the national security and development and 
maintenance of the domestic and the export and import foreign commerce of the 
United States that the United States have an efficient and adequate American 
owned merchant marine (1) sufficient to carry its domestic waterborne com- 
merce and a substantial portion of its waterborne export and import foreign 
commerce and to provide shipping service on all routes essential for maintaining 
the flow of such domestic and foreign waterborne commerce at all times; (2) 
capable of serving as a naval and military auxiliary in time of war or national 
emergency; (3) owned and operated under the United States flag by citizens of 
the United States; (4) composed of the best-equipped, safest, and most suitable 
types of vessels, constructed in the United States and manned with a trained 
and efficient citizen personnel; and (5) supplemented by efficient American 
owned facilities for shipbuilding and ship repair, marine insurance, and other 
auxiliary services, 

(b) It is hereby declared to be the policy of this act to foster the development 
and encourage the maintenance of such a merchant marine. 


The policy considerations explicit in the foregoing declaration which 
the several administrative agencies since the time of the Shipping 
Board have constantly borne in mind are matters of public record 
and regular report to the Congress. 

In numerous appearances before congressional committees on re- 
lated subjects, the administrative policy relating to transfer foreign 
has been repeated|y reviewed and analy zed with considerable 
thoroughness. 

One of the most recent of such appearances was that before the 
Committee on Merchant Marine and lisheries of the House on April 
28, 1949, on which occasion the vice chairman of the former Mari- 
time Commission in commenting upon H. R. 3291, 8ist Congress (the 
Hart bill ). observed: 


x * 


Section 9, by reason of its nature as a peacetime limitation on rights 
incident to ownership, has not been construed as vesting arbitrary or even 
broadly discreationary authority in the administrative agency. This view of 
the provision was brought out in a hearing before your committee, 79th Con- 
gress, 2d session, June 4, 1946, on the subject of postwar disposition of mer- 
chant vessels. 


He further said: 


The Maritime Commission, in its administration of section 9, considers as 
to the particular vessel involved its value to the merchant fleet for national 
defense needs, the possibility of retaining the vessel in operation under Ameri- 
can ownership and flag, the advantages to the merchant marine of retaining 
such vessel, and the overall effect of the proposed transaction on the merchant 
marine, including the possibility of obtaining replacement through the con- 
struction of new tonnage. All these factors are considered in their relation 
to the declared national merchant-marine policy as expressed in the 1916 act 
and in subsequent merchant-marine legislation. 


So far as I have been given to understand, no committee of the 
Congress has had occasion to express any criticism with respect to 
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this administrative policy. In my own terms, I view it as 12 mandate 
from Congress to give careful consideration to the overall need for 
vessels sought to be transferred in the maintenance of an adequate 
merchant marine and in aid of the national defense in a manner 
consistent with the policy of related acts of Congress and the foreign 
policy of the United States. 

In implementing this policy, my agency regularly consults with 
the Department of Defense on milit: ary matters and with the De- 
partment of State on matters of foreign policy and proceeds in all 
instances to weigh with caution the advantages against the disadvan- 
tages _ each app lication for transfer foreign. 

I ¢ 1 perceive no hard or firm policy which has evolved over the 
years of administration of these statutory provisions except in the 
broad sense I have indicated. I believe that no rigid policy can or 
should be evolved except in broad terms. 

In such areas as foreign commerce, defense and economic aid, and 
international relations, reasonable discretion in the agency responsible 
for the administration of the statutory function and flexibility of 
approach toward each problem as presented are essential prerequi 
sites. 

Each case must be made to depend upon its particular facts and 
decided in hioht of factors which are customarily considered in these 
high-policy areas. Anything short of such an approach would be 
tantamount to an exercise of arbitrary authority which Congress has 
never intended in these situations and which would be contrary to 
paramount principles of private property and constitutional safe 
guards against unlawful invasion of private rights in connection 
therewith. 

In addition, the policy considerations which more directly bear 
upon my agency’s determination of each case concern : 

1. Whether the vesse] sought to be transferred is required in aid 
of national defense. 

If a particular vessel is of such importance to our military require 
ments that it might serve as a defense auxiliary in time of emergency 

d the Navy so advises, no transfer would be allowed. 

"y can apprec iate, however, that there may be instances where trans 
fer to friendly nations for the purpose of strenothening their own 
defenses against attack of an aggressor nation might under current 
world conditions be of direct aid to our own defense requirements. 

2. Whether the vessel will actually continue in operation. 

An owner of a vessel may not be compelled to continue in the ship 
ping business, partic ‘ularly when cargo is in short supply and trades 
are overtonnaged. If he operates at a loss, he may prefer to lay the 
vessel up or even sc rap her and salvage whatever may be available. 
In short, if transfer under such circumstances should be refused, 
there is no assurance that the vessel will continue in operation. 

Whether transfer of the vessel will in some measure make private 
financing more attractive than it now is in the shipping business. 

Prohibition against foreign transfer in a sense imposes a form of 
paramount right or cloud upon title aan with financial circles particu- 
larly sensitive to private financing of shipping, a rigid embargo 
against transfer foreign would further dissuade the financial interests 
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1. Whether transfer will tend toward encouragement of vesse) 
rep icemen?#t 


Foreign sales thus far have yielded prices for vessels substantially 
sbove prices available upon sales for American-flag operation and 


this inducement has pers! unded the construction of new vessels in 
\merican vards despite higher costs. On the other hand, refusal 
sfer may persuade owners to take advantage of the lower cost 
onstruction In foreign shipyards. 


Whether transfer will have an adverse economic effect upon re 


uning American-flag@ vessels 
lo the extent that these remaining American flag vessels are pro- 
tected in the domestic trades and are cen iteed export cargo by 
tatute. their operations mav benefit. On the other hand, refusal to 
transfer would tend to increase the amount of surplus tonnage and 
ereby Turthe depress the li l et conditions for 1 nerchant shipping. 
With these policy consideratioi n mind the M: aritime Adminis- 
t o cons der ition to t} following specific factors in each 
ise for the purpose of determining whether to ~ eo apg 7 
particular application for transfer foreion. Cons ation 1s given 


( 


With respect to the vessel, to its age, condition, size, type, and 

er facilities adapted for the trade which it serves. 
2. With respect to maintenance of an adequate American merchant 
marine to the trade whi the esse] now serves and hereafter will 


erve—whether the vessel is or hereafter will be needed to provide 
i\dequate service such trade, whether domestic or foreign: and 
whether its removal from such trade will improve economic conditions 
nd e) Lor truction, ownhel Ip, ind operation of an Ameri- 
i mie! i? ‘ 


} \V {| respect to tional lefe) » tO its need whe ther in meeting 
present or future military requirements, if so needed, whether the 
sel should be maintained in a layup o1 operating condition to best 


Availability of the vessel in time of war is, of course, an essential 


Consideration is also afforded to the impact of transfers foreign 
pon owners and also the employees of American-flag vessels. Finan- 
cial hardship and a showing that continued operation would eventu- 
lly result in bankruptey and liquidation of the operation, carrying 
th it employment of vesse] personnel are immediate business 
considerations which are weighed against the broader policy aspects 


of the problem. A vessel already in layup or sold for scrap provides 


no employment opportunities. These : and perhaps additional factors 
come into play. In the final analysis, however, permission to tr ansfer 
ioreign must t de ‘pel nd. pon its overall effect upon our country ’s funda- 


mental policy to maintain a privately owned and operated American 
merchant marine to meet the requirements of our domestic and foreign 
commerce and national defense. 
Now, Mr. Chairman, I have with me today Mr. Max Halpern, our 
rv? ing general counsel, and Mr. C. H. McGuire, director of the national 
shipping author ity, who will be able to give us the technical answers 
to techni al questions. 
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Senator Burter. Mr. Rothschild, can you give me some figures since 
World War II as to how many merchant ships, America-flag ships, 
have been transferred to foreign flag and the tonnage, age, and 
characteristics of those ships ? 

Mr. Roruscnttp. We have some tables here for you, Senator Butler, 
W hich we will be elac to furnish for the record. 

Senator Butter. These will be made a part of the record. 

Is this the information I have just asked for ? 

Mr. Roruscnip. Yes, sir; this is it. 

(The tables referred to are as follows:) 
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EXHIBIT B 


Transfer to foreign ownership and/or registry of privately owned United States 
flag vessels of 1,000 gross tons and over for the period July 1, 1945, to Feb. 28, 
1954, by number, gross tonnage, and nationality (sec. 9 only) 


} ss ber Cire 
Nationality ember} | eee. Nationalit See | ee 

Argentine 16 65. 689 Liberian 21 153, 568 
Belgian ] 6, 679 Mexican 12 61, 933 
Brazilian t 18, 574 New Zealand l 3, O88 
British f 10, 933 Norwegian 3 10, 
Canadian 24 70, 849 Panamanian 195 | 1,154, 104 
Chilean 26, 670 Peruvian 2 3, 393 
Chinese 36 130, O81 Philippine 6 18, 264 
( ta Ricar 2 &, SRS Sherifan 4, ORG 
Cuban 4 5, 718 Swedish 6 16, 552 
Danis! { 14, 767 Swis 3 13, 509 
Finnish 7 31, 618 lurkish 4 24, 824 
French 13, 00 Uruguayal l 6, 997 
German l 9, 100 Yugoslavian l 6, 509 
Greek 3 16, 328 Venezuelan 3 9, 2665 
H l % 105, 423 

Icelandic l 4,724 Potal 438 2, 196, 53: 
Israeli 4 20, 049 Sale, alien 23 152, 613 
Italiar 28 144, 57t 

Japanes¢ l », O17 Total 461 2, 349, 148 


EXHIBIT C 
Applications pending as of Mar. 15, 1954, for the approval required by secs. 9 
and 37 of the Shipping Act, 1916, as amended, of the transfer to fore ign owner- 
ship and/or registry of United States privately owned vessels of 1,000 gross 


tons and over 
Number 


Vessel type of vessels 
(a) Tankers ; a sks ple Be 
(b) Cargo <8 otk ert} See ‘ d ticki bee aes 
(c) Cargo/passenger 5 eee - oe : annie suthileastieaae 0 
(d) Miscellaneous (schooners, dredges, barges, yachts, etc.) a a eo 
Total —. ; : eae ics chaiatioe im Stencil 49 
7 Liberty type; 1 overage, for scrapping. 
387 Liberty cargo; 2 Liberty colliers ; 1 C—1 type. 
Dredge 


With the exception of the overage tanker Socony Vacuum, which is being sold 
to Japanese interests for scrapping in Japan, all of the above are for transfer 
either to Panamanian or Liberian registry and flag 

Senator Buriter. Will you give us, in your own words, a résumé of 
the contents of this quite elaborate series of documents / 

Mr. Roruscuiwp. This page, the first page of the document, Mr. 
Chairman, applies to transfers made under section 9 of privately 
owned United States flag vessels and begins with July 1, 1945, and 
carries through to February 28, 1954. 

I will not go into detail on it, but the summaries will show that in 
that first fiscal year there were 70 vessels averaging 29.1 years in age 
transferred; the next year, beginning July 1, 1946, 140 vessels aver- 
aging 26.6 years in age; the following year, 71 vessels averaging 28 
years in age; the following year, 52 vessels averaging 13.9 years in 
age; the next year, 28 vessels averaging 18.5 years; the next year, 19 
vessels averaging 15.2 years; the next year, 32 vessels averaging 20.8 
years; in the year ending June 30, 1953, 22 vessels averaging 18.2 


years; and so far this year, 27 vessels averaging 17.8 years. 


47478—54— pt. 1 2 
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Senator Butter. Mr. Rothschild, what is the average age of those 
vessels in total ? 

It seems it is very high. 

Mr. Roruscutnp. It is 23.5 years. 

Senator Burier. It is well over 20 years. 

Mr. Roruscnuitp. That is right down on the left-hand side there, 
Senator. 

Senator Burier. Oh, I see ; 461 vessels, totaling 2,349,149 gross tons, 
with an average age of 23.5 years. 

Mr. Roruscuivp. Yes, sir. 

Senator Burier. For the purposes of the record, will you tell us 
what is the useful life of vessels of the type represented by these 
figures ¢ 

Mr. Roruscnitp. Financing, which may be a key to that answer, is 
generally done on a 20-year basis and depreciation is also figured on 
the same basis, although there are some types of ships which are not 
good for a life as long as that, Mr. Chairman. 

Senator Burier. Will you also tell us what has been your experience 
in connection with the private financing of ships? 

Mr. Roruscuitp. What has been our experience ? 

Senator Burter. Under the existing law. 

Mr. Roruscuitp. Well, we have had quite a lot of conversation and 
no action. 

Senator Burier. In other words, the private capital has not been 
SS to that field ? 

. Roruscuiitp. No, su 

if you will turn to page 2, sir, there is a statement showing in the 
same detail the numbers of ates nt- owned vessels which have 
been transferred pursuant to sections 9 and 37 of the Shipping Act in 
the same period of time, and you will notice that the total number 
there, and I will not read the details, amounts to 1,374 vessels, for a 
total of 9,185,853 gross tons, or almost exactly three times as many 
Government-owned vessels in the same period of time as privately 
owned vessels. 

Senator Butter. And the great percentage of those was under the 
Ship Sales Act? 

Senator Magnuson. I was going to say that was sales, not transfers, 

Mr. Roruscnitp. The sales resulted—— 

Senator Magnuson. While ultimately transferred, they were sales. 

Mr. Roruscuitp. The sales resulted in foreign 

Senator Burier. Under the 1946 act. 

Senator Magnuson. Yes: the Ship Sales Act. 

Senator Burier. Mr. Rothschild, can you tell us—— 

Senator Magnuson. I might say for the record it was intended 
under the act we would sell some ships foreign because of the great 
number of ships we had, and then we closed the act up. 

Mr. Roruscuip. And also because the other shipping nations of 
the world had pretty much lost their tonnage. 

Senator Magnuson. Yes. 

Mr. Roruscutitp. Wasn’t that so? 

Senator Magnuson. And that is a somewhat different stor y than the 
transfer, approval of a transfer of a ship. 

Mr. Roruscuinp. T hey, nevertheless, re quired—— 
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Senator Maenuson. It is a sale. 

Mr. Roruscump. They, nevertheless, required that the transfer be 
made. 

Senator Maenuson. Yes. 

Senator Burier. And it was subject to the same provisions of law 
which we have referred to here. 

Mr. Roruscuirp. Yes, sir. 

Senator Butter. Which have been made a part of this record. 

Mr. Rothschild, can you tell us how many ships have been trans- 
ferred foreign for the purpose of scrapping ? 

Mr. Roruscutp. We haven’t segregated them that way, but we 
could furnish that information. 

Senator Burier. Uf it is not too much trouble, I would like to have, 
for the purpose of the record, how many have been transferred 
foreign. 

Mr. Hatpern. During the same period ? 

Senator Burier. During the same period, 1945 through 1954, 

Mr. McGutre. You refer, Mr. Chairman, to privately owned ves- 
sels transferred for that purpose? 

Senator Butter. Yes. 

Now, Mr. Rothschild, have the ships which were transferred foreign 
been permitted to carry any of the United States economic and mili- 
tary- vy cargoes or cargoes financed by American Government loans; 
and, if so, have the owners of these transferred ships also operated 
Sictiean flag ships which carried portions of the aid cargoes and 
cargoes financed by United States loans? 

Mr. Rornuscuitp. You know, of course, Mr. Chairman, that 50 
percent of the aid cargoes, both military and economic aid cargoes, 
have been reserved for American flag ships, and that the balance of 
those cargoes have been carried wherever possible in ships of the 
flag and the nation for which the cargoes were destined. 

In cases where those two types of carriers have not proved sufficient, 
then those cargoes have been available to other ships, and perhaps 
some of these ships that have been transferred to countries such as 
Panama, Honduras, Liberia have carried some of those cargoes. 

Senator Burier. Can you tell me the attitude of FAO and other 
agencies in connection with the 50 percent provisions which we have 
from time to time added to the foreign-aid acts, insofar as the ship- 
ment from a foreign country is concerned? Do they take American 
bottoms there, or do they feel free to ship in European bottoms or 
foreign bottoms ? 

Mr. Roruscuitp. If I understand your question, sir, the 50 per- 
cent which is reserved for American bottoms has aimed in American 
bottoms, except where they have not been available or where other 
conditions—— 

Senator Butter. Let me put it more simply: Is the 50 percent pro- 
vision construed by the several agencies as applying only to cargoes 
originating within America or does it apply with equal force to car- 
goes arising in foreign countries? 

Mr. Roruscuixp. I do not know, sir. 

Senator Burier. I would like, if you know that—— 

Mr. McGuire. I would be happy to answer that, Senator. 

As I recollect the law, it provides the 50 percent shipping prefer- 
ence provision apples with respect to cargoes shipped from the 
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United States and in the administration of the act by the Foreign 
Operations Administration they have held to the rule that the 50 
percent provistol does not apply with respect to intraforeign 
movements 

Senator Burier. I have never so construed that law. I thought 
the law covered all shipments in ald— 

Mr. McGutre. I believe, Senator, the language—— 

Senator BuTLEr. Whether or not it arises in the United States or 
whether it arises 1n a foreign country. 

I think it would be well at this point in the record to insert that 
provislol of law. which we will vive the reporter. 

Senator Magnuson. There are several provisions. 

Senator Butier. They are all basically the same. 

Senator Magnuson. We usually use the same language in all for- 
eljgn-aid bills, but there are 2 or 3 of them that are a little different. 
So we ought to put them all in. 

Senator Burier. All right; we will put them all in the record at 
this point. 

(The prov sions of law referred to are as follows :) 


ly 


LEGISLATION REQUIRING USE OF AMERICAN-FLAG VESSELS 


In 1904 the Congress enacted legislation requiring that 
“vessels of the United States, or belonging to the United States, and no others, 
shall be employed in the transportation by sea of coal, provisions, fodder, or 
supplies of any description, purchased pursuant to law, for the use of the Army or 
Navy unless the President shall find that the rates of freight charges by said 
vessels are excessive and unreasonable, in which case contracts shall be made as 
otherwise provided by law: Provided, That no greater charges be made by such 
vessels for transportation of articles for the use of the Army and Navy than are 
made by such vessels for transportation of like goods for private parties or 
companies” (April 28, 1904, ch. 1766, 1, 33 Stat. 518) 

Public Resolution 17 (78d Cong.), approved March 26, 1934, stated 
“that it is the sense of Congress that in any loans made by the Reconstruction 
Finance Corporation or any other instrumentality of the Government to foster 
the exporting of agricultural or other products, provision shall be made that 
such products shall be carried exclusively in vessels of the United States, unless, 
as to any or all of such products, the Shipping Board Bureau, after investigation, 
shall certify to the Reconstruction Finance Corporation or any other instru- 
mentality of the Government that vessels of the United States are not available 

sufficient numbers, or in sufficient tonnage capacity or on necessary sailing 
chedule, or at reasonable rates.” 

Publie Law 218 (83d Cong.) approved August 7, 1953, stated : 

“Sec. 106. The Administrator shall, in providing for the procurement of com- 
modities under authority of this Act, take such steps as may be necessary to 
assure, so far as is practicable, that at least 50 per centum of the gross tonnage 
of commodities, procured within the United States out of funds made available 
under this Act and transported abroad on ocean vessels, is so transported on 
United States flag vessels to the extent such vessels are available at market 
rates.” 

Public Law 77 (83d Cong.) approved June 25, 1953: 

“* * * At least 50 per centum of the gross tonnage of wheat made available 
under this Act and transported from the United States on ocean vessels shall be 
so transported on United States flag vessels to the extent practicable and to the 
extent such vessels are available at market rates for United States flag vessels.” 

Public Law 400 (82d Cong.) approved June 20, 1952: 

“(2) Of the powers, functions, and responsibilities transferred to the Director 
for Mutual Security by section 502 (b) (2) of this Act, only those which are ex- 
ercised pursuant to the provisions of the Economic Cooperation Act of 1948, as 
amended, enumerated in paragraph (3) of this subsection and are not in con- 
flict with the other provisions of this Act, as amended, may be exercised after 
June 30, 1952. Of the powers, functions, and responsibilities conferred on the 
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President or the Secretary of State by the Economic Cooperation Act of 1948, 
as amended, which are referred to in paragraph (3) of this subsection may be 
exercised after June 30, 1952. 

‘(3) The provisions of the Economic Cooperation Act of 1948, as amended, 
referred to above are the following: Sections 104 (e) and (f); 105 (c); 107; 
subsections (a), (¢), and (d) of section 109; 110 (a) and (b); 111; 112; 113; 
subsections (d), (h), and (i) of section 114; 115 (a); 115 (b), except the first 
sentence thereof; subsections (d), (h), and (j) of section 115; section 117 (¢) ; 
118; 119; 120; and subsection (a) of section 121. Where any of the above pro- 
visions refer to the purposes of the Economie Cooperation Act of 1948, as 
amended, such reference shall be deemed to be the purpose of this Act, as 
amended 

Public Law 48 (82d Cong.) approved June 15, 1951: 

SEC, 4. ‘ 

“(d) The assistance provided under this Act shall be provided under the pro- 
visions of the Economic Cooperation Act of 1948, as amended, applicable to and 
consistent with the purposes of this Act. 

Sec. 5. Notwithstanding the provisions of any other law, to the extent that 
the President, after consultation with appropriate Government officials and 
representatives of private shipping, finds and proclaims that private shipping is 
not available on reasonable terms and conditions for transportation of supplies 

ade available under this Act, the Reconstruction Finance Corporation is au 
thorized and directed to make advances not to exceed in the aggregate $20,000,000 
to the Department of Commerce, in such manner, at such times, and in such 

mounts as the President shall determine, for activation and operations of vessels 
for such transportation, * : 

Public Law 897 (Sist Cong.) approved December 29, 1950, stated: 

“Spec. 9% At least 50 per centum of the gross tonnage of any equipment, ma- 
terials, or commodities made available under the provisions of this Act and trans- 


ported on ocean vessels (computed separately for dry bulk carriers and dry 
irgo liners) shall be transported on United States flag commercial vessels at 
rates for United States flag commercial vessels, if available.” 
Public Law 447 (S1ist Cong.) approved February 14, 1950, stated: 
“Sec. 38. (a) The Administrator for Economic Cooperation is hereby authorized 


to furnish assistance to the Republic of Korea in conformity with 
1) the provisions of the Economie Cooperation Act of 1948, as amended, 
henever such provisions are applicable and not inconsistent with the intent 





ind purposes of this section 8; and 

Public Law 829 (Sist Cong.) approved October 6, 1949, stated 

‘Sec. 409. That at least 50 per centum of the gross tonnage of any equipmenf, 
materials, or commodities made available under the provisions of this Act, and 


transported on ocean vessels (computed separately for dry bulk carriers and dry 


co liners) shall be transported on United States flag commercial vessels at 


cal 
market rates for United States flag commercial vessels in such manner as will 


insure a fair and reasonable participation of United States flag commercial ves 


sels in cargoes by geographic areas 
Public Law 47 (Slst Cong.) approved April 19, 1949, stated: 
“Sec. 6 1) The last sentence of paragraph (2) of section 111 (a) of such 


Act is hereby amended to read as follows: ‘The Administrator shall, in providing 
for the procurement of commodities under authority of this title, take such steps 
as may be necessary to assure, as far as is practicable, that at least 50 per 
centum of the gross tonnage of commodities procured out of funds made avail- 
ible under this title and transported to or from the United States on ocean 
vessels, computed separately for dry bulk carriers, dry cargo liner and tanker 
services, is so transported on United States flag vessels to the extent such vessels 
are available at market rates for United States flag vessels; and, in the adminis- 
tration of this provision, the Administrator shall, insofar as practicable and 
consistent with the purposes of this title, endeavor to secure a fair and reasonable 
participation by United States flag vessels in cargoes by geographic area.” 

Public Law 472 (80th Cong.) approved April 3, 1948, stated: 

“* * * The Administrator shall in providing for the procurement of com- 
modities under authority of this title, take such steps as may be necessary to 
assure, so far as is practicable, that at least 50 per centum of the gross tonnage 
of commodities, procured within the United States out of funds made available 
under this title and transported abroad on ocean vessels, is so transported on 
United States flag vessels to the extent such vessels are available at market 
rates.” 
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Senator Magnuson. We try to use the same language, but some- 
times the foreign-aid bill would be such that the language didn’t quite 
fit it. We had to change it. 

Senator Burter. Mr. Rothschild, can you tell us how many appli- 
cations for transfer foreign you now have, and can you give us a 
breakdown of the type of the ship, the age of the ship, and the flags 
to which the owners wish to transfer, and what the qualified conditions 
of transfer are ¢ 

Mr. Rormscuiip. If you will refer to exhibit C, among those papers, 
meehnator, Vo will see that we now have app! cations pending or had 

of March 15 applications pending, for the transfer of 8 tankers, 
tU ary cargo, no con bin ation eargo passengers, and | dredge pending. 

Senator Butter. Now, are they for foreign-flag operation or are 
they for military needs of the foreign flags? Are they to be used in 
the domestic trade or military ? 

Mr. Rornuscuitp. All of these were for transfer either to Pana 
manian or Liberian registry and flag except one vessel which was to 
have been scrapped mn Japan. 
vr Burier. Can you tell us anythi 
wh her the operators of a \ ot youl tramp ships are hoping Lo 
ti fer to foreign flag? 

Mr. Roruscnitp. Well, of the 40 dry-cargo vessels, for which we 
ive application, Senator, 37 of those are Liberty vessels and many 
of those 37 Liberties are part of the so-called tramp fleet. 

We also, I believe, have received some additional applications since 


“en ate 


xy, if you know. about 


h 


th Sting’ was made on March 1D. 

Ss tor Burier. Can you tell us whether or not there are com 
me! lly } rofitable cargoes available for American tramp ships for 
which there are now pending applications to transfer foreign 2 

Mr. Rormscitutp. I take it youn question means if they were trans- 
ferred foreign, would that constitute a guarantee that they would 
be able to get cargo after transfer: is that correct, sir? 


Senator Burier. Yes. 
Mr. Roruscuity. When the general shipping business is in the 


state which it is now. and this applies to nations other than the United 
States. as well as the WM ited states, which is that there are more 
VE e] iva lable to carry care than there is cargo to De carried, 
hen there is, therefore. no guarantee that any vessel will be em 
ployed and certainly no guarantee that it will he profitably employed. 
Senator Burier. So that it would be less likely than if the vessel 
FO 


remains under American flag there would be readily available car 
ror it or more | kely ¢ . 
Mr. Roruscrtm. It is probably more likely that it could be em 
ployed under a foreign flag than an American flag because at the 
difference in operating costs and employment could be made for a 
lower price under foreign flag than under American flag. 

Senator Burier. So, do I understand your answer to the question 
to be that if it remains under American registry it probably would 
be less likely to have available cargo, whereas if it were transferred 
to foreign registry it would be more likely to get a cargo?’ 

Mr. Roruscuitp. I think that is a general statement, to which I 
could agree; yes, sir. 

Senator Butter. And that is owing to the existing condition of the 
shipping business today / 
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Mr. Roruscniw. Partially, and partially to the fact that we do 
and want to maintain high living standards in the United States. 

We have highly paid people on our ships, and as a result thereof, 
our operating costs are higher. Therefore, any fixture would have to 
be at a higher price than it might be if more lowly paid people were 
employed. 

Senator Smaruers. Mr. Chairman, may I ask a question? 

Senator Burier. Yes, indeed. 

The Senator from Florida. 

Senator Smatuers. There is a lot about this I don’t understand. I 
am not at all an expert on maritime matters, and, as a matter of fact, 
know very, very little about it, but just let me ask this question right at 
that point: How many of these transfers that are made to foreign 
registry after having been made, let’s say, the ownership still remains 
American—in other words, American people own or the United States 
owns vessels operating under foreign registry—is that usually the 
practice ? 

Mr. Roruscuiip. Well, I don’t know that we can say usually, Sena- 
tor. It is very often the case; sometimes not the case. 

Senator Smaruers. In other words, is it possible under this situa- 
tion for an American or a United States citizen to apply for a ship 
from you people and finally get it and register it under a Panamanian 
flag and then operate it under the Panamanian flag? 

Ags vou said a moment ago, he is more likely to get cargo because he 
won't have to maintain the high standards of pay, and things like that, 
which we require of the ships that are registered under the United 
States flag. 

Now, has that frequently happened? Is that frequently going on 
today? Is that a practice? 

Mr. Roruscuitp. In these particular cases we are requiring that 
the transfer be made to American-owned or controlled corporations. 

Senator SmarHers. And then once they are transferred to an 
American-owned corporation, as I understand it, they don’t have to 
pay, however, the wage scale any longer if they have a Panamanian 
registration for that boat: is that correct ? 

Mr. Roruscnuitp. That is correct, sil 

Senator Smarners. Why isn’t it most all people do that? That is, 
why do not more owners do that? If it is just that simple, how come 
all of them aren't doing that ? 

Mr. RorHscu ip. Well, there a variety of reasons. We have, in the 
first instance, some protection of trades. Our coastwise and inter- 
coastal trades are not opened to foreign compe ‘tition. 

Beyond that, we have a subsidy program by which we subsidize 15 
American lines, and part of the subsidy agreement is a requirement 
that they build ships American and man them American 

Senator Burier. And stay ‘the re for 20 years. 

Mr. Rormscuitp. And stay there for 20 years, unless we fail to pay 
the subsidy. 

Those would be two of the reasons. 

Senator Smaruers. But other than that, then, the advantage lies 
for an owner to get under some foreign registration, if he can get away 
from those two features which you have just mentioned ¢ ; 

Mr. Rornuscuitp. Well, there are others, too. 

Senator Smarners. There are others. 
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Senator Maenuson. Yes. A subsidized line sometimes is better. 

Mr. Roruscuttp. We have some. 

Senator MAGNUSON. Yes: you have some cases of that. 

Mr. Roruscuivp. That is right. 

Senator Buriter. Mr. Rothschild, you give that serious consideration 
In whether or not you will appro\ a transfer, do you not 4 

Mr. Roruscutty. We try to consider every pertinent fact and we 


try to arrive at a de ion vaseda O the consideration ot those facts, 


Senator Smaruers. You have no future control over any of these 
els once thev have been transferred / 
Once the Government has gotten rid of them, then vou have no fur- 


(hel recapture provisions, do you? 
| nere are no rec ipture Drovisions, are there. except n time of war, 
1] , - 
e Will Say ! 
If they don’t operate them like you think they should, you can do 


] 


ot gy about if, can you! 

Mr. Roruscnirp. If I understand your question, we impose restric- 
tions on them after they leave American flag, to the extent they may 
not again be transferred to another flag, to the extent they may not 
transter part of the ownersh p to aliens and to the extent that they 
must comply with the Department of Commerce T-1 and T-2 trans- 


portation orders, and anvone transferring a vesse] agrees to abide hy 


hose rules: and. furthermore. in m eases post a bond to wuarantee 

»>periror mce, 
~ r 2B PP IftheS yr WwW lla 1c} *Q mW! tn | hy) k 
itor IDUTLER r the Senator v excuse me for an ite, 1 think 


ld make a part of the record the T-1 and T-2 orders referred 


o by Mr. Rothschild. They are quite extensive and quite complicated 
e instances, but I think they should be made a part of the record. 


( ( 


lhe orders referred to are as follows :) 


I) BER S, 1950 
[ »S NT OF CoMMI 
OFFIC Oo} i I I SECRE ARY 
Washingt 25, D. 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 
CH R IX—UNDER Set \RY FOR 7 ‘SPORTATION, DEPARTMENT OF COMMERCI 


{Transportation Order T-1] 


Chis order is found necessary and appropriate to promote the national defense 
ud is issued pursuant to the authority granted by section 101 of the Defense 
Production Act of 1950. Consultation with industry in advance of the issuance 


rder has been rendered impracticable by the need for immediate issuance 
I j ns } 

{ i Re 

l Vic 

a. ' § 1101.1 to 1101.6 inder sec. 704, Pub. Law 774. 81st Cong In 

cs PI ® l Put v 774, Slst Cong., sec. 101, E. O. 10161, Sept. 9 
. R ( 
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§ 1101.1 Prohibited transportation and dise harge No person shall trans 
port in any ship documented under the laws of the United States or in any au 
craft registered under the laws of the United States any commodity at the time 
on the Positive List (as amended from time to time, of the Comprehensive Export 
Schedule of the Office of International Trade, Department of Commerce (15 CFR 
Parts 370-899), any article on the list of arms, ammunition, and implements of 
war coming within the meaning of Proclamation No. 2776 of April 15, 1948, issued 
pursuant to section 12 of the Joint Resolution approved November 4, 1989 (54 
Stat. 10: 22 U. S. C. 462), or any commodity, including fissionable materials, con 
trolled for export under the Atomic Knergy Act of 1946 (10 CFR Parts 40 and 
50), to any destination at the time in Sub-Group A of the Comprehensive Export 
Schedule (15 CFR 371.5 (a)), to Hong Kong, or to Macao, and no person shal 
discharge from any such ship or any such aircraft any such commodity or article 
at any such port or at any other port in transit to any such destination, unless a 
validated export license under the Export Control Act of 1949 or under section 12 
of said Joint Resolution approved November 4, 1939, has been obtained for the 
shipment, or unless authorization for the shipment has been obtained from the 
Under Secretary for Transportation. This prohibition applies to the owner of 
the ship or aircraft, the master of the ship or aircraft, and any other officer 
employee or agent of the owner of the ship or aircraft who participates in the 
transportation The consular officers of the United States are furnished with 
current information as to commodities on the Positive List and will advise 
whether commodities are currently on that List 

§ 1101.2 tpplications for adjustment or exceptions Any person affected by 
any provision of this part may file an application for an adjustment or excep 
ion upon the ground that such provision works an exceptional hardship upon 


{ 


him, not suffered by others, or that its enforcement against him would not be 
n the interest of the national defense program Such an application may be 
made by letter or telegram addressed to the Under Secretary for Transportation 
Washington 25, D. C., reference T-1 If authorization is requested, any such ap 
plication should specify in detail the material to be shipped, the name and 
address of the shipper and of the recipient of the shipment, the ports fron 








which and to which the shipment is being made and the use to which the ite 
ial shipped will be put. The application should also specify in detail the 
facts which support the applicant's claim for an exception 
$1101.83 Report Persons subject to this part shall submit s1 renorts to the 
Under Secretary for Transportation as he shall require, subject to the terms of 
the Federal Reports Act 
1101.4 Records Each person participating in ar transaction covered by 


this part shall retain in his possession, for at least two years, records of shiy 
ments in sufficient detail to permit an audit that determines for each transac 
tion that the provisions of this part have been met. This does not specify any 
particular accounting method and does not require alteration of the system of 
records customarily maintained, provided such reeords supply an adequate 





hasis for audit Records may be retained in the form of microfilm or other 
photographic copies instead of the originals 

S$ 171015 Defeo adainst elaim for damaaqdes No pnerson shall be held liable 
for damages or penalties for any default under anv contract or order which shal 
result directly or indirectly from compliance with this part or anv provisiot1 
thereof, notwithstanding that thi part or suel provision sha thereafter he 
declared by idicial or other competent authority to be invalid 

§$ 1101.6 Violations Any person who wilfully violates any pre isions of this 
part or wilfully conceals a material fact or furnishes false information in the 
course of operation under this part is guilty of a crime and upon conviction 
may he punished b fine or imprisonment or both In addition administra 


tive action may he taken against any such person, denying him the privilege 
eenerally accorded under this part. 

This part shall take effect on December 8, 1950 

[SEAL] Putrip B. Fremrne 


Tnder Seerctary for Transportation 
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UNDER SECRETARY FOR TRANSPORTATION 
rITLE 32A—NATIONAL DEFENSE APPENDIX 


(HA rn IX—UNpeER SECRETARY FOR TRANSPORTATION, DEPARTMENT OF 
COM MERCE 


[Transportation Order Y-1,* Int. 1] 


PART 1301 SHIPPING RESTRICTIONS 





00 Shipments fron 
1301.101 Restricted commodities 


1301.102 Addition of commodities to the Positive List 


01.103 Calls at restricted ports en route to an unrestricted port 
1301.104 Forwarding commodities previously shipped. 

1301.105 Relation to §§ 1302.1 to 1302.7 (Transportation Order T-—2) 

AUTHORITY: §§ 1301.100 to 1301.105 issued under sec. 704, Pub. Law 774, 81st Conz. 
Interpret or ipply sees. 101, 705, Pub. Law 774, 8ist Cong sec. 101, E. O. 10161, Sept. 9, 
1950, 15 F. R. 6105 

$1301.100 Shipments from the United States Sections 1301.1 to 1301.6 


(Transportation Order T-1) apply to shipments from the United States as well 
as to shipments from foreign ports, on American flag ships and aircraft. 
§1301.101 Restricted commodities. The restrictions of- §§ 1301.1 to 1301.6 
(Order T-1) apply to the transportation or discharge of (a) commodities on 
the Positive List (15 CFR Part 399) (as amended from time to time) of the 
Comprehensive Export Schedule on the Office of International Trade, Depart- 
ent of Commerce, (b) articles on the list of arms, ammunition and implements 
war coming within the meaning of Proclamation No. 2776 of April 15, 1948, 
ind (ec) commodities, including fissionable materials, controlled for export under 
the Atomic Energy Act of 1946. The restrictions imposed by §§ 1301.1 to 1301.6 
(Order T-1) do not apply to other commodities, not within these restricted 
asses at the time of transportation or discharge, even though authorization 
for the export of the commodity from the United States to a particular destina- 
tion is required under regulations of the Office of International Trade or under 
other Federal law or regulation In this respect, §§ 1301.1 to 1301.6 (Order T-1) 
are different from §§ 1302.1 to 1302.7 (Order T-2) which apply to all commodities 
destined to Communist China. Sections 1301.1 to 1301.6 (Order T-1) do not 
relax or modify any of the requirements of any other regulation or law. 
$ 1301,102 iddition of commodities to the Positive List. Sections 1301.1 to 
1301.6 (Order T-1) apply to the transportation or discharge of commodities 
which are restricted at the time of transportation or discharge. Accordingly, 
if a commodity is added to the Positive List while the commodity is being trans- 
ported on an American flag ship or aircraft, the restrictions of §§ 1301.1 to 
1301.6 (Order T-1) immediately apply and the commodity may not be trans- 
ported to or discharged at any of the restricted ports or discharged in transit 
to one of the restricted ports, unless authorization under §§ 1301.1 to 1301.6 
(Order T-1) is obtained 
§ 1301.103 Calls at restricted ports with restricted cargo. Sections 1301.1 to 
1301.6 (Order T-1) does not prohibit an American flag ship or aircraft from 
going to or calling at one of the restricted ports, even though it has on board 
a commodity which could not be discharged at that port. (Note, however, that 
$$ 1802.1 to 1302.7 (Order T-2) prohibit American flag ships and aircraft from 
ealling at any port or other place in Communist China.) For example, an 
American flag ship may call at one of the restricted ports (except one in Com- 
munist China), even though it has on board the following classes of commod- 
ities—(a) A Positive List commodity manifested to a destination outside the 
restricted area, with an export license and an export declaration showing the 
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unrestricted destination at the ultimate destination, (b) A Positive List com- 
modity destined for the restricted port of call which cannot be discharged there 
because there is no export license or authorization from the Under Secretary for 
Transportation permitting discharge at the restricted port of call, (¢c) A com- 
modity of any kind destined for Communist China (the transportation and dis- 
charge of which is covered by §§ 1302.1 to 1302.7 (Order T-2)). None of these 
commodities may be discharged at the restricted port of call. Discharge of 
uny of these commodities at the pert covered by the restrictions of $$ 1301.1 to 
1301.6 (Order T-1) is prohibited and subject to penalty, regardless of the cir- 
cumstances under which the discharge of the cargo at the restricted port occurs, 
unless appropriate authoriation is obtained 

§$1301.104 Forwarding commodities previously shipped Sections 1301.1 to 
1301.6 (Order T-1) apply to transportation on or discharge from ships docu- 
mented under the laws of the United States and aircraft registered under the 
laws of the United States. These restrictions apply either in the case of a 
discharge at one of the restricted ports or to discharge at any other port in 
transit to a restricted destination. The restrictions of §§ 1801.1 to 1801.6 (Order 
T-1) do not apply to transportation by foreign carriers, as long as there is no 
prohibited transportation or discharge by or from a United States flag ship or 
aircraft after the issuance of $§ 1301.1 to 1301.6 (Order T-1) Accordingly, if 
an American flag ship or aircraft, before the issuance of §§ 1301.1 to 1301.6 
(Order T-1), had transported restricted commodities manifested to restricted 
destinations, and had completed the transportation to a foreign intermediate 
point and had completed the discharge from the American flag ship or aircraft 
before the issuance of §§ 1301.1 to 1301.6 (Order T—1), no violation of that order 
would have occurred, but §§ 1801.1 to 1301.6 (Order T-1) would prohibit further 
shipment on an American flag ship or aircraft unless authorization under §§ 1301.1 
to 1801.6 (Order T-1) is obtained. 

§ 1301.105 Relation to §§ 1302.1 to 1302.7 (Transportation Order T-2). See- 
tions 1301.1 to 1301.6 (Transportation Order T-1) apply to the transportation 
of commodities to, or in transit to, destinations in Sub-Group A, Hong Kong or 
Macao. It applies, however, only to commodities on the Positive List of the 
Office of International Trade, arms and ammunition, and commodities controlled 
under the Atomic Energy Act (see §1501.101). Seetions 1302.1 to 1302.7 (Trans- 
portation Order T-2) apply to the transportation of commodities of any kind 
which are destined to Communist China (§§ 1302.1 to 1302.7 (Order T-2) also 
prohibit American ships and aircraft from calling at any port or place in Com- 
munist China). Since Communist China is in Sub-Group A, the restrictions of 
both orders apply to the transportation of commodities to Communist China 
or to any other point in transit to Communist China. 

[SEAL] PHitie B. FLEMING, 

Under Secretary of Commerce for Transportation, 

DECEMBER 19, 1950. 


[F. R. Doe. 50-12108 ; Filed, Dec. 19, 1950; 1:00 p. m.] 


[15 Fed. Reg. 9063] 
TRANSPORTATION OrpER T-2 
° December 16, 1950 


UNITED STATES DEPARTMENT OF COMMERCE 
UNDER SECRETARY FOR TRANSPORTATION 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 
CHAPTER IX—UNDER SECRETARY FOR TRANSPORTATION, DEPARTMENT OF COMMERCE 
[Transportation Order T-2] 


PART 1302——-SHIPPING RESTRICTIONS ; COMMUNIST CHINA 


This order is found necessary and appropriate to promote the national defense 
and is issued pursuant to the authority granted by section 101 of the Defense 








d Act of a> Consultation with industry n advance of the issuance 
ordet vert endered impracticable by the need for immediate issuance. 














{ 
04, P vy 774, § I 
(714, S ( 101, I U s , 
1302.1 Prohibition of movement o tmerican carriers to Communist China. 
\ ( hall sail, fly, navigate, or otherwise take any ship documented under 
the Unite States o1 ny aircraft registered under the laws of 
United States to any Chinese Communist port or to any other place under 
| ( nese ¢ l Sts 
ov. pP hit ) oO? tr sportatir ofr a s destined fo Contmunist 
( No person shall transport, in any ship documented under the laws of 
e | d States or in any aircraft registered under the laws of the United 
SY Communist Chinese ports or to any other place under the control 
{ e ( ese (Com mists anv material, commodity, or cargo of any kind 
Vo erson Shall take on board any shij documented under the laws of the 
I ed States or any aircraft registered under the laws of the United States 
I ‘ COM MOdLty or irgo of anv kind if he knows or has reason to 
‘ e that the mate al, com! dity, or cargo is destined, directly or indirectly, 
( nist Cl No person sha from any ship documented 
lay vs of the United States or from any aircraft registered under the 
f e United States, at anv place other than the port where the cargo 
oaded, or within territory under the jurisdiction of the United States, 
Japa nv materia ommodity, or cargo of any kind which he knows 
¢ believe j estined for Communist Ch a 
0) Persons affecte The prohibitions of this part apply to the owne1 
¥ aireraft. to t ter of the ship or aircraft, and t inv other 
emplovee. or a t of the owner of the ship or to any other person who 
mites int bited activities 
2.4 R ort ihe « ner of any ship documented under the laws of the 
I ted Stat ‘ ! ire! registered under the laws of the United States 
ige to ¢ 1munist China at the time this part is issued 
roinptly to the Under Secretary of Transportation, 
| t t ¢ I ea Washington 25 DC ind advise what steps he has 
Col th the re¢ ements of 1302.1 rhe ner of any ship 
( | der the iws of the United States or any aircraft registered 
' he is f the United States whi at the time this par s issued, 
\ i ta OUTS ( ( ) hich the owne1 the master 
nm « 4 or a other officer, employee or agent of the owner, 
had reason to helieve Ss destined for Communist China shall report 
promptly to the Under Secretary for Transportation, Department of 
Cor e, Washington 25, D. C., and advise what disposition has been or will 
le nde « li irgo Persons subject to this part shall submit such reports 
to the Unde Secretar for Transportation, Department of Commerce, as he 
sh: re subject to the terms of the Federal Reports Act 
2.3) Record Kach person participating in any transaction covered by 
t cs art sh; ret n in his POSSession, for at least two years records of 
or ! shipments in sufficient detail to permit an audit that will determine 
each transaction that the provisions of this part have been met. This 
ror does not require any particular accounting method and does not 
req ‘ teration f the system customarily maintained, provided such records 
supply an adequate basis for audit Records may be retained in the form of 
rofi or other photographie copies instead of the originals. 
§ 12024 Defense against claims for damages No person shall be held liable 
for da ges or penalties for any default under any contract or order which 
shall result direct or indirectly from compliance with this part or any pro 


vision, thereof, notwithstanding that this part or such provision shall thereafter 
be declared by judicial or other competent authority to be invalid. 

§ 1302.7 Violations Any person who wilfully violates any provisions of 
this part or wilfully conceals a material fact or furnishes false information in 
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the course of operation under this part is guilty of a crime and upon conviction 
Inay be punished by fine or imprisonment or both. In addition, administrative 
action may be taken against any such person, denying him the privileges generally 
accorded under this part. 

finendments. This part may be amended by the Under Secretary for Trans- 
portation, Department of Commerce, pursuant to delegation previously made to 
him (15 F. R. 87389). 

This part shall take effect immediately, subject to section 7 of the Federal 
Register Act (49 Stat. 502, 44 U.S. C. sec. 307). 


Note: The reporting requirements of this part have been approved by the Bureau of the 
Budget under the Federal Reports Act 


[SEAL] CHARLES SAWYER, 
Secretary of Commerce. 
DECEMBER 16, 1950. 


[F. R. Doc. 50-12029 ; Filed, Dec. 18, 1950; 11:01 a. m.] 


Mr. Roruscnizp. In brief, one of them forbids trade with Soviet 
Russia, and one of them—— 

Senator Magnuson. Mr. Rothschild, let’s get practical. You have , 
a right to impose those restrictions, but supposing they are violated; 
what can you do about it ? 

Mr. Roruscuitp. Well, where they are 

Senator Magnuson. Unless you would require a big bond? 

Mr. Roruscuitp. Where we have a bond, we don’t have much of a 
problem, Senator. 

Senator Magnuson. No; but where you don’t have a bond, how 
many of these cases—— 

Senator Burier. Isn’t it true the Navy has picked those ships up 
and reclaimed them, and brought them into port in some instances / 

Mr. Roruscuitp. I am not familiar with any. 

Senator Magnuson. Only under the War Powers Act. 

Mr. H ALPERN. Mr. Magnuson, those conditions became conditions 
which attach to the approval of transfer. 

Senator Manuson. I understand that. 

Mr. Hatrern. And under the law a violation of that condition 
makes that vessel available for forfeiture. 

The Attorney General proceeds to forfeit the vessel whenever he 
can seize it. 

Senator Magnuson. That is the point. 

Senator Burier. That is the question I asked. 

When have you seized one? 

Senator Magnuson. Unless you get-—— 

Mr. Haurern. They were American flags. 

Senator Magnuson. If you can catch them, that is all right; but 
unless you acquire a bond, you don’t have much control. 

I don’t say the people violate the agreement promiscuously, but 
they could and I don’t know how you can enforce it. 

Mr. Hatrern. The vessel must come within the jurisdiction of the 
United States for the United States to enforce the provisions of the 
statute. 

Senator Magnuson. Suppose the port is another trade and never 
comes over ? 

Mr. Hatrern. There is a possibility, however, of the United States 
proceeding in even foreign jurisdictions to enforce these rules. 

I am not conversant with the rules if such actions should be taken 
in foreign jurisdictions. 
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Senator Burier. Are you referring to sections 9 and 37 of title 467 

Mr. Harern. I believe that is section 41. 

Senator Burier. Yes. 

Mr. Havrern. Of the 1916 Shipping Act. 

Senator Burirr. Yes. 

Senator Magnuson. That is right. 

Senator Burier. That is the one. 

Senator Magnuson. And there have been, Mr. Rothschild, many 
cases where there were restr) ictions pl iced upon the fore ign tr ansfer 
ae you found the ship transferred again, even into another trade. 

Mr. Harrern. There have been many instances of that? 

Senator Magnuson. Yes. 

Mr. Havrern. I would not say that, Mr. Magnuson, but there have 
been eee 

Senator Macnuson. Yes, and particularly following World War II. 

Mr. Hautrern. The transfers, however, were not actual transfers. 

Senator Magnuson. Some were under ship sales. 

Mr. Havrern. But interest in the vessel; there may have been situa- 
tions where through stock ownership that occurred. I can think of 
no others. 

Senator Magnuson. Well, some of these operators under the Pana- 
manian flag; it would take 17 Philadelphia lawyers to figure out where 
the stock ownership was. 

Mr. Haurern. We have had our difficulties, if that is what you 
sugvest. 

Senator Magnuson. I would probably like to be hired as a lawyer 
to untangle that, say, in an Italian court. I would be working the 
rest of my life. 

Mr. Hatrern. I am thinking of cases where that occurred or for- 
feiture occurred in the United States and those suits are in court now. 
Senator Smaruers. May I ask 1 or 2 other elementary questions ? 

Senator MaGnuson. Anyw: ay, the point I want to make, in all 
seriousness: Although we do have the provision, there have been 
many cases where we just couldn’t enforce it and in many cases where 
the provisions have been freely violated, even after the conditions 
were—— 

Mr. Harprrrn. There have been cases where foreign-flag vessels 
upon arrival in a United States port have been forfeited. 

Senator Butter. And also it extends to this, does it not—where the 
owner happens to come here, he is personally apprehended and made 
to answer for the violation ? 

Mr. Hatrern. Well, he is subject to criminal penalties under the 
law, and there have been indictments against aliens for such violation. 

Senator Burier. So, you have a two-way thing. If you get the 
vessel here or if you get the owner here, it is just like any other legal 
right. You have the res before you can operate on the right, before 
you can put the statute into effect. 

Mr. Roruscuixp. There is another factor in that area, and that is 
that if a violation has occurred, when the Government has not been 
satisfied, that affects the title of the vessel and it would interfere with 
its future sale. 

Senator Burier. So, there is at least some real deterrent. 
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Senator Smaruers. Let me ask just a couple of questions, Mr. Chair- 
man, so I can get my thinking a little clear. As I say, I am inexperi- 
enced in these matters completely. 

How many Government-owned vessels do you have under your 
jurisdiction that are eligible to be transferred ? 

Mr. Rornuscuimp. Not a one. 

Senator Smaruers. Not a one. 

As I understand, you have to pass judgment on whether or not any 
Government-owned vessel can be transferred to a foreign registry. 
Is that what you do? 

Mr. Rorusuimp. Our authority to sell any vessel, any Government- 
owned vessel, expired sometime ago, Senator. We do not have au- 
thority to sell any of the war-built vessels. 

The only vessels which we would sell now, which are in our fleet, 
are those which were either built before or since the war. 

Senator Magnuson. We closed that act up. 

Senator Smatners. Yes. 

Mr. Haurern. But not foreign. 

Mr. Roruscurip. But not foreign. 

Mr. Havrern. Whatever authority we had under the Ship Sales 
Act of 1946 to sell foreign was permanently and completely terminated 
by Congress in 1948. 

Senator Buriter. As a matter of fact we have now before this sub- 
committee an act to permit sales of certain vessels. 

Mr. Haurern. Yes. 

Senator Burter. It can only be done by an act of the Congress now. 

Senator Smaruers. That is what I wanted to find out, and that 
answers that. 

Senator Butter. Mr. Rothschild, I have got a question here. 

Senator Magnuson. I have just one more, too. 

Senator Burier. Oh, yes. 

Senator Magnuson. I think we ought to realize, too, here when we 
are talking about the availability of cargo ships that are transferred, 
so-called tramps foreign, those rates are not set and, therefore, with 
lower-cost operation they claim they can be in a better chance to bid 
lower and, therefore, get more cargoes. They are really auctioned 
off, that is, the rates. 1 mean they negotiate. 

Senator Burier. That seems to be true. 

Senator Magnuson. Yes; they negotiate them. 

Mr. Haupern. I think what you have in mind, Senator, is that the 
tramp rates are not rates pursuant to tariffs. 

Senator Magnuson. No. 

Mr. Harern. Or conferences. 

Senator Maenuson. That is right. 

Mr. Haurern. And they trade in available cargoes, and the rates 
that have traffic will bear 

Senator Magnuson. The cheaper the operating cost, the better 
chance they have to offer and negotiate for a lower rate, and the better 
chance they would have to get cargoes. 

Mr. Havpern. Right. 

Mr. Roruscuivp. Right, sir. 

Senator Butter. That, in substance, was the testimony of Mr. 
Rothschild. 

Senator Macnuson. Yes. 
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Senator Burier. Mr. Rothschild, on pages 4 and 5 of your statement 
you say and I quote: 

A subsidized operator may transfe a vessel foreig! inder section 611 of the 
Merchant Marine Act of 1936 only where the United States defaults upon the 
subsidy contract or cancels it without just cause. 

Now, in your opinion, would the Government be in default of any 
of its subsidy contracts if you don’t get the appropriations from Con- 
gress you are now seeking ? 

Mr. Roruscuitp. That is a very nice question, Senator. 

I think it would depend on how well it was possible for us to negoti- 
ite with the various sh lippng lines. Some of them have resources 
which would permit them to wait a longer time than others. 

Senator Burier. If you defaulted, it looks to me like they can just 
wholesale transfer their vessels. So, it looks to me like it would be 


aos mportant for you to get your appropri me: outa’ it? 


Mr. Haurern. As one lawyer to another, Mr. Chairman, I should 
Say the Government would be in default. 
senatol MAGNUSON. That Is right. That is what we contended 


the Appropriations Committee, 

Senator Burter. Then that certainly highlights the necessity for 
getting these : appropri itions for the oper ating’ subsidy. 

Senator Magnuson. At least the Operator at that point would havea 
right to go into court. 

Mr. Roruscutitp. No doubt of it. 

Senator M AGNUSON, He wouldn’t be thrown out of court. So, he 
would have a right to go in. 

Senator Burier. It seems to me it is a clear violation and, under the 
Statement you have made, they could transfer at will. 

Mr. Rornscuitp. It would seem also that we have the bipartisan 
support of this committee. 

Senator Burier. Can you give us any idea, Mr. Rothschild, of the 
price paid by the United States Government for tramp ships, that is, 
the downpayment and the total price paid to the Government and the 
outstanding mortgages ? 

Mr. Roruscuinp. | presume, Mr. Chariman, you are spexking in 
terms of Liberty dry cargo vessels and to those s ales which were made 
by the Government under the Merchant Ship S: ules Act. 

Under that act the Government sold 202 standard Liberty vessels for 
American-flag operation. 

The sales price of these ships, after repair allowances amounted to 
$104.799.720.59. 

Of the 202, 151 were sold under mortgage and 51 for cash. 

The amount of the original mortgage on the 151 was $61,812,755. 

There remained unpaid 833.679.771.538. 

Since the sale, however, the mortgage has been paid off with respect 
to 39 of these vessels, so that the Government holds mortgages on 112 
standard Liberty ships at the present time out of the total of 202 origi- 
nally sold. 

Through the sale of standard Liberty ships, the Government had 
already received cash payments totaling $71,119,949.06. 

Senator Burier. Mr. Rothschild, can you determine the profits the 
tramp- ship owners realize through the carriage of economic and mili- 
tary-aid cargoes, as well as cargoes financed by American loans? 
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Mr. Roruscuitp. That would be a very dificult sort of thing, if not 
impossible, Mr. Chairman. 

Some of these ships were bought at times other than others. Some 
of them bought from the Government and some of them have been 
resold—sometimes once and sometimes more than once. 

In addition to the difference in acquisition price and the difference 
in length of time that these vessels have been owned, there is also pres- 
ent in an operation like this the same management expertness that is 
present in any other kind of a commercial operation, and some folks 
are just a little smarter than others. 

So, there is no general pattern for these and, in fact, when we have 
any application we look as carefully as we can into all of the cireum- 
stances, particularly the financial circumstances, so that we can make 
a determination based on the facts as we apply in that particular case. 

Mr. Wessrer. May I ask a question ? 

Senator Burier. Yes, indeed. 

Mr. Wesster. Mr. Rothschild, if you had two companies asking for 
the permission to transfer vessels foreign and one of the companies 
was ieee and the other company was well-to-do financially but 
at the current rate of progress was destined to go bankrupt unless it 
received the permission of your approval of its request to transfer 
foreign, would both of the companies receive equal consideration by 
yous 

Mr. Roruscuitp. You come again to a point of a different set of 
circumstances; and if it had been decided as a nation y matter that a 
certain class of vessels, after consultation with the Department of 
State and the Department of Defense, might well be transferred in the 
interests of the Government to another flag, then we would most likely 
give prior attention to the man who was in the greatest difficulty. 

However, we do not think it is a good policy to ask another operator 
to wait until he goes busted before we say anything to him. 

Senator Burier. Mr. Rothschild, when you are considering these 
ps ca 4 for transfer foreign, do you give any thought to ‘the re- 
covery by the United States Government of the amount of money it 
has on mortgage on the ship ¢ 

Mr. Roruscuitp. We don’t permit their transfer foreign, Senator, 
until their mortgage indebtedness is liquidated. 

Senator Burier. Then after the mortgage indebtedness is liqui- 
dated, it is a part of the transfer, isn’t it 

The money is borrowed on the short-term basis so the mortgage can 
be liquidated; then the transfer foreign can be made. Isn’t it all 
part of the same transaction really ? 

Mr. Roruscuitp. The United States Government is not a creditor. 

Senator Burier. That is right, but the shipowner who wants to 
transfer foreign, and he has a ship with a mortgage on it, would bor- 
row maybe on a 24-hour basis or 24 hours ahead of the time the transfer 
was approved; he would borrow the money to pay off the mortgage to 
the Government and then transfer the ship foreign. Do you give any 
consideration to the fact the Government will recover its money and 
get its money out of the ship? 

Mr. Roruscuitp. We give that some consideration, but there are 
more important things perhaps. 
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Senator Burier. In other words, that wouldn’t be the controlling 
factor ? 

Mr. Rornuscuitp. No, sit 

Senator Burier. But you do consider it? 

Mr. Rornscuiip. Yes, sir. 

Senator Burier. Would you think it is better for the Government 
to get its money out of those ships or to keep them under American 
registry or put them up in the lay-up fleet, or whatever you have to 
do with them ? 

Mr. Roruscutip. It seems to me the overriding consideration is how 

badly do we need the ships for defense purposes and in what condition 
do we need them. 

Senator Burier. I take it from the general tenor of your testimony 
never, under any condition, would you consider the transfer of a 
mariner, for instance, that is too highly classified as a military ship 
or auxiliary ship? 

Mr. Roruscuitp. Not only a mariner, Senator, but many other 
pes of ships we wouldn’t think of transferring. 

Senator Burter. You would absolutely prohibit it? 

Mr. Rornscutp. Yes, sir. 

Senator Burier. Are there many such ships you would absolutely 
not consider the transfer in the interest of national defense ? 

Mr. Roruscuitp. There are several types of ships; yes, sir. 

Senator Magnuson. Sure. 

Sup pos ing’ you could project yourself that the shiy 3 Were not going 
to be needed for defense; wouldn’t then your overr id ing factor be on 
its effect on our commercial merchant marine? 

Mr. Roruscuitp. Well, that—— 

Senator Magnuson. In other words, every time you would trans- 
fer one, regardless of what you say it is going to be used for, it de- 
pletes our merchant marine; it just adds so many more headaches 
to keep our merchant marine alive. 

I don’t care whether they use it coastwise or where they use it. 
There is just so much tonnage in the world, and the more tonnage 
you put under foreign flags the less there is going to be. 

Mr. Roruscuip. Except this fact has to be considered also, Sen- 
ator Magnuson: There are certain trades restricted to American car- 
riers. 

Besides that, there are certain advantages accruing to American 
carriers by legislative action. 

Now, there will always be a need for enough ships to handle services 
under those conditions. 

Beyond that, there is a fluctuating need for ships in the so-called 
tramp fleet, or at least there has been since the war. 

Senator Maenuson. But isn’t it true, beyond that, beyond the 
restricted trades, that every time we let a ship go to a foreign register 
that shin is just another ship to divide the available cargo- 

Mr. Roruscuizp. No. 

Senator Magnuson. That might go to us, too? 

Mr. Rornuscuiip. Not precisely: no, sir. 

Senator Burier. Isn’t it true— 

Senator Magnuson. It just adds more tonnage. You just divide 
the world tonnage by the number of ships, and every time we transfer 
foreign it dilutes it to a certain extent. It has got to dilute it. 
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Mr. Roruscuinp. Not necessarily to the extent that ship or ships 
represent, because fewer ships, better ships, more modern, faster and 
more economic ships replace the ones that are going out in the natural 
course of events. 

Senator Magnuson. As long as it is in use, as long as it is In use 
in the world trade, it has got to dilute the availability of cargoes. 

We have no trouble with our own restricted cargoes, but if we are 
going to get out of the world trade completely and only limit ourselves 
to restricted cargoes, every time we transfer ship foreign we dilute 
that by dividing the tonnage available and the cargo available. 

Mr. Rorumscurip. I think the records will show that we have never 
been a factor—— 

Senator Magnuson. Oh, I am not saying that. 

Mr. Rornscump. In the tramp trades until after World War IL. 

Senator Magnuson. Yes. 

Mr. Rornscuitp. And then—— 

Senator Burier. But, Mr. Rothschild, is it also true—— 

Senator Magnuson. Oh, we are in the tramp trade to some extent. 
We weren’t in the tramp trade as we are today, or as we had been 
prior to World War II. 

Senator Burier. It is not universally true that such ships would 
become competitors, if the age of the ship—and the average age 
of the transfers you have testified to is 25314 years. Those ships are 
very old ships, with a very slow speed and very costly operation. 
Would th es really be conipe titive with the faste rt, ewer ship ? 

Mr. Roruscuitp. Only as a broader sort of concept, where you infer 
that every ship that floats is a competitor to every other one. In 
actual practice, however, they would not be. For example, I think 
it would be impossible today to charter Liberty tankers in any quan- 
tity to American oil companies, at any rate. 

Senator Burier. They have just passed that state and got it into 
more faster and more modern ships? 

Mr. Roruscuiip. They are just like model T Fords today. 

Senator Burver. Yes. 

Senator Macnuson. Yes, but my point is: As long as that ship car- 
ries cargo, there is just so much cargo. I don’t care whether it is 23 
years old or 3 years old. As long as it carries cargo, it dilutes the 
available cargo. There is only so much available cargo in the world, 
and when you add 1, 2, or 50 ships, or 461, you are diluting to that 
extent. As long as it is running, as long as it is operating, you are 
diluting to that extent. 

Mr. Roruscutip. Except the world figures tend to increase right 
along, Senator, 

Senator Magnuson. They increase, and then they build ships for- 
eign, which they are doing all over the world. Then they keep up 
with that. As long as that ship is operating, they add to that, too. 

Mr. Wersrer. Mr. Rothschild, the thing that bothers me is this: 
I think we all recognize the organized labor groups are probably the 
ones that have resented more ac tively than any other groups the ap- 
provals of these transfers foreign, and in your explanation of the 
factors which you take into consideration in approving the transfers 
foreign I am not sure that I understand just how much weight or how 
thorough the consideration is of what we might term the legitimate 
interests of organized labor. 
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Would you care to comment on that ? 

Mr. Roruscuimp. Well, we look at it somewhat along this line: 
If a ship is laid up, as most of these ships are, it is furnishing no em- 
ployment to the people who would man the ship, no employment to 
the people who would repair it and no business to the people who 


would supply it. It, therefore, is of no value as an employment 
factor to any segment of the economy. 

Ifa ship, on the other hand, is able to be o ype ‘rated, even for a rea- 
sonably short length of time, and it is possible that some part of her 
repair work will be done in American yards, and that some part of 
her crew will be American, and that some part of PO ane 

Sel r Magnuson. Would you say some part of her crew would be 
Sees 


Mr. Roriuscuip., Yes, sir, because many of these ships under for- 
eign flag employ a minimum of ah American master 

Senator Magnuson. Yes. 

van Roruscuitp, And some all of their licensed personnel; and 
if we have an opportunity, through our various commercial enter- 
Pp rises, to supp dy fuel or food, or whatever else it takes to operate a 
ship, then that, it see ms to us, is in the interest of the American people. 

Besides that, from a defense point of view, and this is most impor- 
tant, a ship in operation is much more available and much more impor- 
tant to the M-day requirements of our Armed Forces than a ship in 
lay-up. 

Senator Porrrer. In other words, Mr. Rothschild, you are saying 
that this is cargo which a ship under a foreign flag would be picking 
up and which we couldn’t pick up with a tramp ship under American 
flag; is that correct ? 

Mr. Roruscrirp. I say that she has a chance to pick up many car- 
goes that would not be available. 

Senator Porrer. That they can’t pick up today ? 

Mr. Rornscnip. Yes, sir. 

Senator Porrer. Isn’t it a fact that a majority or a great portion 
of the cargo that the trampers had after the war was cargo of the aid 
character, under the 50-50 provision and the various acts of the Con- 
cress on foreign-aid bills? 

Mr. Rormscriip. The bulk of the cargo which they carried was mil- 
itary and economic aid cargo; yes, sir. 

Senator Porrer. Am I correct in interpreting your remarks that 
the transfer of the ships to foreign flag will in no way take away 
from American maritime labor? 

Mr. Rornscuitp. Well, surely, Senator Potter, if they are not 
running at all no one is working and no one is having a job and no one 
is getting anything out of it. 

Senator Porrer. And it is your belief that certain repair work 
that would be done in our yards and a certain minimum of labor, 
American Labor, that would be on the ships, and, of course, from the 
supply end of furnishing the cargo, that in the end American labor 
is being better served by the transfer of ships that are not in use in 
order to pick up cargo which they can’t get or can’t compete for today 
under American flag? 

Mr. Rormscmup. Yes, sir. We look at it this way, and we think 
this is pretty factual: We cannot force an owner of any one of these 
vessels to operate the vessel. If he wants to do with it as he would 
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do with any other piece of private property which is his, he has the 
right to do so. 

Now, therefore, if we cannot keep it employed, either on a break- 
even or profitable basis, there are only three alternatives that we 
know of: One is to transfer it foreign; one is to lay it up, and one is 
to scrap it. 

Now, surely the best needs of the Nation cannot be served by having 
one less vessel than we presently have, if we need what we have today, 
and that would be the result of scrapping, and surely if we need it 
for defense purposes we are far better off to have the ship i in commis- 
sion and operating than we are to be required to put it into a ship- 
yard for an indeterminate period of time before we can use it. 

So, the least of the evils seems to us to be in many cases the transfer 
foreign. 

Senator Porrer. What does it cost to lay up a ship ? 

Mr. Roruscuirp. It depends on the size and kind and character of 
the ship. A tanker will cost more than a dry cargo ship, for example. 

Senator Smaruers. To take this list, your grand total of Govern- 
ment-owned ships transferred from 1945 to 1954 is 1.874. How much 
money did they realize from the sale of those ships? 

Mr. Rornscuintp. We don’t have those figures with us, Senator, but 
we can supply them to you. 

Senator Maanuson. They were all under the formula of the Ship 
Sales Act. 

Mr. McGutre. I think in the aggregate the total must run around 
700 to 800 million dollars, sir. 

Senator Smatuers. If you had not transferred those, would it be 
reasonable to believe you would have nothing? In other words, the 
Government would have lost that amount in time, would it not? 

Mr. McGuire. That is one element of war surplus property on 
which a very appreciable measure of return was realized, Senator. 

Senator Macnuson. These were surplus. 

Senator Burier. They would have been probably in the lay-up 
fleet. 

Senator Macnuson. Yes. They were surplus. We just wrote the 
act and allowed them on certain formulae to let them go because they 
were going to be laid up, and then we finally closed it after we 
thought we—— 

Didnt we sell about one-half of our laid-up fleet ? 

Mr. McGuire. Not quite, Senator. 

Senator Maenuson. Close to it. 

Mr. McGuire. Eleven hundred and fifty ships, approximately, for 
eign and about 675 domestic, Senator. 

Senator Magnuson. It was close to 50 percent, and we rea oo 
much better on surplus on that property than any other property we 
had left after the war, wav sg 

Mr. McGuire. That is correct, 

Senator Smarners. Do we have any ships now which the Govern- 
ment has laid up and which you don’t see any practical use for in the 
ear future! 

Mr. Roruscriip. Senator, we have hundreds of ships laid up in 
8 fleets throughout the country. 3 on the Atlantie coast. 3 on the 
Pacific, 2 in the Gulf, that are only there for defense purposes. 
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Senator Smatrers. Realizing the defense necessities are always 
moving forward and we are getting more modern ships, and things 
of that nature, do you see any, looking back, that we have that are 
laid up which would be of no earthly good to us at the present 
time, either defense or otherwise, that we are still hanging on to? 

Mr. Rornscutp. It depends on how deeply involved we get, into 
how large a war. We don’t think the Liberty ships, of which we have 
1.500, approximately, are very much good to us, but the military 
says, and continues to say, that anything that will float at a time 


of grave emergency is a useful vessel until we get something better. 
Senator Burner. Isn't it true that vou are going to run some tests, 
so to speak, on 3 or 4 Liberties to see if you can’t modernize them 
to some extent to make them more useful ? 
Mr. Roruscuinp. If we « get the support of the Congress and 
= i¢ Porn I< \ yl: t lot ston 
Mr. Rormscnitp. Fow 
Senator Smaruers. I read the other day, did I not. out in Kansas 
1 Aa V procuremel } yle ran across some old saddles, horse 
addles, horse collars, and things the Defense Department had been 
holding for vears on the theory they might have to use them some 


day cle pet dit F on how deeply invoh ed we vet. 

Of course. the military are alv ays inclined to hang onto every- 
, but do you not think it might be a good idea—maybe I shouldn’t 
ask you this question—to go on about the business, as you disposed 
of some 1.374, and getting $700 million for it. that it might be a good 
idea, if vou can’t convert these Liberties. to start distributing them 
around the world a little bit and make a little money out of it? 

Mr. Rornscuivp. Well, our war plans, Senator, show we are short 
of certain types of shipping. So. until we cure that shortage, T would 
not favor the sale of any more of them. 

Senator Burier. Senator Magnuson, have you any additional ques- 
tions? 

Senator Maanuson. Well, I was somewhat fascinated with Mr. 
Rothchild’s theory of transfer foreign of a laid-up ship. I think you 
have vot to go mu h more he yond that. because if you carried your 
theory out to the ultimate you would transfer ships on the basis that 
you said, on financial responsibility, or the fact that the ship might be 
laid up, and we would find ourselves here in about 8 years without a 
merchant marine at all. They would all finally be transferred. 

The minute we had some trouble, the minute we have one of these 
rolling readjustments that we are in now, then everybody would rush 
and show that thev weren’t making money w ith the ship and threaten 
to lay it up, and mavbe would, and then it would just keep on going, 
because we are building no new ships. 

IT can just see the end of our American merchant marine if it is 
carried to its ultimate conclusion. 

I don’t say you would do that, but the theorv was somewhat novel. 

Mr. Rornscnuitp. Well, you understand, of course, Senator, the 
Department of Commerce has been engaged for many months now ina 
study of the whole problem—— 

Senator Magnuson. Yes. 

Mr. Rormscritp. And that, as a result of that study, which should 
be forthcoming in the not too distant future, there will be recom- 
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mendations covering just many of the points which you have brought 
up today. 

Senator MacNnuson. The very fact that it looks like somebody may 
have a ship and may want to lay it up doesn’t necessarily mean be- 
cause the transfer foreign might give some little employment other 
than the laid-up ship—and I assure you, if you look at the figures, at 
the Panamanian and Liberian ships, jit is very, very little. They do 
their repairs where they can get them done ‘cheaper. Their crews, 
outside of maybe the ie: personnel, are all foreign, and I think 
we have got to consider that fact; and if you keep on with this busi- 
ness, we will wind up with no merchant marine at all. 

Mr. Roruscuinp. But we are saving, Senator, the shoreside in- 
stallations. 

Senator Macnuson. I think what you are trying to get at is this: 
‘That we get to a point here where we have got to figure out some 
day, which Senator Potter was trying to do, just what do we mean bv 
an adequate American merchant marine. 

Mr. Rornscuiip. Yes, sir. 

Senator Magnuson. And then, when we get that figure, we have got 
to stop this transfer. 

Mr. Roruscuinp. Yes. 

Senator Magnuson. And if it costs more, we are just going to have 
to pay for it in the way of subsidies, because in the sae run it is the 
cheapest thing we do. 

Mr. Rornscuitp. We need you on the Appropriations Committee, 

Senator Magnuson. I am on the Appropriations Committee, and I 
am on the subcommittee for the Maritime. 

Senator Burrier. Mr. Rothschild, you, in your report, will define 
what you feel to be an adequate merchant marine, won’t you? 

Mr. Roruscuiitp. We will probably come up with a formula of 
some kind; yes, sir. 

Senator Burrier. And that report will be submitted to this sub- 
committee, I understand, before it is released ? 

Mr. Rornuscuitp. Oh, I am sure it will, sir. 

Senator Porrer. The Department of Defense, for the first time in 
many years, came up with what they considered a minimum American 
merchant marine that would be required for defense purposes, and I 
assume and hope that in your report you will recommend the mini- 
mum merchant marine that is needed for commercial purposes, where 
you have to take the defense t pooner’ and sort of channel that 
into commercial purposes—and some of it will have to be in the 
laid-up fleet, I assume, but it is a job of trying to project the defense 
needs into commercial shipping, and that is the guidance the Congress 
is going to need. 

Now, I agree with Senator Magnuson and Senator Butler that 
there is no panacea to get an American merchant marine. You can’t 
just grab out and pull out the merchant marine that is required, and 
it is going to cost money to do it; but in order for us to have the am- 
munition by which to sell the Congress what we need is a compre- 
hensive report, as comprehensive as possible, from the Department of 
Commerce, along with the recommendations made by the Department 
of Defense. We need that to sell the program that the merchant 
marine is necessary not only for the defense, but for our whole eco- 
nomic life. 
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Mr. Roruscuip. I don’t think you will—— 

Senator Magnuson. And I think another thing, Mr. Rothschild 
you have just got to face—and I have gone through this for years—is 
the fact that the more ships you put into the world fleet, the tougher it 
is going to be, directly or indirecly, for our marchant marine to be 
competitve, and you just can’t get away from it; and if it keeps on 
Fong and you keep cdi luting that, then everybody is voing to come 
and say “We can't make it any more,” and we have got to stop some 
place, even if we have to face the problem of scrapping some of our 
ships rather than to put them in the world fleet, because we are not 
replacing them. There might be another factor if we were replacing 
them, but we are not and, as you well know, we are running into block 
obsolescence of the old merchant marine as it is. 

Mr R PIISCHIILD. ] think those questions will be covered in the 

Senator Magnuson. Yes: I he pe they will. 

Senator Burier. You are also going to cover the number of ships 
to be constructed each year to carry our merchant marine from 
block obsolescence 4 

Mr. Roruscuitp. Yes, sir; and to keep our y: irds—— 

Senator Burier. And also in connection with Senator Magnuson’s 
thought: What are the alternatives here? 

If you say to an owner, “You can’t make a go of it,” and he can’t 
afford to lay his ship up; he is bankrupt and he can’t sell it on the 
American market, where there is no market, and he can't sel] it foreign, 
what is that sort of fellow supposed to do? 

There Is some property right in there some place certainly the Con- 
gress has got to give consideration to. 

Mr. Roruscuivp. If he owes the Government money, his prob lem 
is a very simple one. We just take the ship over and put it in the 
reserve fleet. 

Senator Butter. You take the ship over in that case, but suppose he 
doesn’t owe the Government any money; he can’t make any money out 
of it and he ean’ lay it up: he ean’ sel] it locally and he can't sell it 
foreign. What is he going to do? 

You can’t just pick out that segment of the American people and 
say, “You just can’t sell what belongs to you.” 


Senator Magnuson. Wait a minute. The Government has just as 
big an interest in the shipping as long as he owns it. and the Govern- 
! 
ment ow sa oreat port on ot about 90) percent of the ships. 


Senator Burier. And there would be some provision for the Gov- 
ernment to buy the ship. 

Senator Marnuson. Yes; because, in the first place, he usually got 
it at a lower cost because of the surplus and because we wanted to sell. 

Senator BuTrLer. Why did you take out of the act before my time 
the pro ision that before he could sel! foreign he had to offer it to the 
marae e Board ? 

Senator Magnuson. That was the old Shipping Board. 

Ganetor Butter. Why woul ah — be a solution to this problem? 

If you won't let him sell foreign, he ought to be able to sell locally 
at some sort of price. He ou oht not have a piece of property on his 
hands that has absolutely no market and lose his head off if he keeps it. 

Senator Macnvson. I think some of those that bought ships had to 
take that economic risk. 
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Senator Burier. I don’t think that is the normal economic risk 
and, as a matter of fact, I think the Congress, on the testimony of 
Mr. Rothschild, has expressly and repeatedly turned down the propo- 
sition this is supposed to be an ironbound rule against alienation that 
Congress has refused to pass such statutes. 

Mr. Roruscuitp, Yes; I mentioned that in my statement. 

Senator Burter. So, there is some middle ground here. It is a 
touch problem, it is true. 

Senator Porrer. How many tramp ships have been laid up in the 
last 12 months? 

Mr. Roruscnitp, How many tramps? 

Senator Porrrn. Yes. 

Senator Magnuson. About 40. 

Vir. Mi Guirr. Senator Potter, our record, up toa couple ot weeks 
ago, indicates about 82 American-flag dry-cargo ships laid up. 

Senator Magnuson. About 40 have been laid up recently. 

Mr. McGuire. This is only a couple of weeks ago, Senator Mag- 
nuson, 

Senator Magnuson. That is the total 7 

Mr. McGuire. Yes; and 57 of those ships were Liberty types. 

Senator Porrer. flow many are presently engaged in tramp trade? 

Mr. McGuire. American tramp, Senator Potter ? 

Senator Porrer. American tramps. 

Mr. McGutre. In the open mi: arket ? 

Senator Porrrer. I mean in the open-market trade. 

Mr. McGuire. T he open-market tramp trading—not more than 20 
in my judgment, Senator. 

Senator Burier. Let + ask you another question, pursuing this 
line of thought a little bit: If you have an ironbound rule against 
alienation or a rule against alienation that is so rigid that it would 
- almost a8 sage to get out from under it, you wouldn’t have a 

ipbuilder in an American shipy: ard, would you ¢ 

"oa would ‘ust close your shipyards down, wouldn’t you? 

Mr. Roruscuimp. If T had any—— 

Senator Magnuson. We aren't having any built, anyway. 

Senator Butter. I know, but the day has been we have had them 
built, and the only reason we have them built is because they can get a 

title to them: but I can’t conceive anybody in the world building a 
ship in the shipyard when they know they can’t get rid of it if it turns 
out to be a lemon, and I can’t understand a man buying that property, 
rather than go over to a foreign yard and buy at half the price, with 
no ee 

), the first thing you know we have no shipyards and no potential 
ie our de fense when we need it. 

You can’t go the whole way. You have got to give some thought to 
both, don’t you ? 

Mr. Rornscuitp. If I had any money 





Senator Burter. As I understand your testimony, that is what you 
are trying to do. 

Mr. Rorusciitp. If I had any money to invest, I certainly wouldn't 
want to invest it under circumstances such as you describe. 

Senator Burier. And it is true our whole shipbuilding and ship- 
repair industry could be driven out of business if that were the fact. 
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Senator Porrer. In your study, did you consider the possibility of 
subsidy for trampers ! 

Mr. Roruscuttp. We have considered, Senator Potter, everything, 
at least so I am told—I haven’t been a part of making that study— 
everything that anyone could think of in connection with it. 

Senator Porrer. That is a broad view in this field. 

Senator Burier. Are there any further questions, Senator Magnu- 
son ¢ 

Senator Magnuson. No. 

Senator Burier. Senator Potter. 

Thank you ever so much, Mr. Rothschild. It has been very nice 
cada you come up here 

Senator Maanuson. Mr. Rothschild, I just want to ask you one 
question: Do you think the present law is adequate ‘ 

Mr. Roruscnitp. It seems to me that it does pretty well. After all, 


we have had it operating for a number of years now under various 
sets of conditions, and it seems to be pretty ‘wood. 
Senator Magnuson. It gives you enough discretion to do what you 


think should be done? 


Mr. Rornscuimp. I think so; yes, sir. 

Senator Magnuson. That is all, Mr. Chairman. 

Senator Burter. Thank you very much. Mr. Rothschild. 

Our next witness is Mr. Hoyt Haddock. executive secret: ry of the 
CIO Maritime Committee and chairman of the Conference of Ameri- 
can Maritime Unions. 


STATEMENT OF HOYT S. HADDOCK, EXECUTIVE SECRETARY, CIO 
MARITIME COMMITTEE, AND CHAIRMAN OF THE CONFERENCE 
OF AMERICAN MARITIME UNIONS 


Mr. Hanppov K. | am Hoyt . Haddock, executive sec retary of the 
CIO Maritime Committee, and am appe aring here to testify on 
behalf of the Conference of American Maritime Unions. 

Mr. Chairman, it had been my terest actually to submit to this com- 
mittee cs prepared statement and then stand on it, but the trend of 
the testimony so far is such that [ think the unions need to state quite 
forcibly ‘cial militantly, if that is possible, their position with regard 
to the tr: ansfer of ships foreign. 

With that in view, I should like to turn to page 13 of my testimony 
to begin and deal with what we consider a realistic policy and, in 
doing that, I want to state that maritime labor has only one interest in 
in American merchant marine. That interest is the same interest as 
has been stated in our various acts and more eloquently stated in the 
section 101 of the 1936 act. 

Now, beginning on page 13, the second paragraph, I should like to 
read my statement. 

The Conference of American Maritime Unions has a definite policy 
pertaining to the require ments for permitting American ships to be 
transferred to fore ign flag. The requirements are as follows: 


The Federal Maritime Board may, by unanimous vote, after public hearing, 
permit the transfer of United States-flag ships to foreign flag, after the applicant 
for such transfer has affirmatively shown that the transfer would be— 
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(a) In the interest, convenience, and necessity of the United States merchant 
marine, the United States economy, and the national defense ; 

(b) A factor for increasing revenue in the United States after a consideration 
of all tax receipts and disbursement ; 

(c) A favorable factor to the enforcement of United States safety laws; 

(d@) An improving influence of United States labor standards; 

(e) Of material aid to United States foreign policy as certified by the 
Secretary of State; 

(f) No influence toward overtonnage of any of the trade lanes on which 
United States vessels operate ; 

(9) Unharmful to the competitive position of American-flag vessels; 

(h) Certified by the National Defense Establishment to be of no military 
value to the United States or our possible enemy ; 

(i) Of aid to United States shipbuilding program ; 

(j) Ina trade, between ports of one nation, in which the operation of foreign- 
flag ships would not be prejudicial to the United States; and 

(k) Of aid to friendly nations in the building of a merchant fleet sufficient 
to carry 50 percent of their foreign and domestic trade, or replace vessels which 
have been destroyed. 

All applications for transfer of American-flag ships to foreign ownership and/or 
registry that meet the above requirements shall be approved with the further 
requirement that the transferred ships shall be prohibited, for the life of the ship, 
from loading or unloading cargo or passengers in United States ports. 

The Federal Maritime Board would accord all interested parties, such as mari- 
time labor, shippers, and steamship companies an opportunity to participate in 
public hearings on all applications to transfer ships foreign. 

The equalization of United States ship and foreign ship construction and opera- 
tion costs for bona fide American citizen shipowners, in accordance with the 
Nation’s maritime policy, is recognized as the only practical way to assure 
operation of United States ships. 

We also request this subcommittee to consider the desirability of 
having the Government purchase at a fair price those ships which are 
not permitted to be transferred foreign. This would assure our Gov- 
ernment that the ships will be retained in our merchant marine and it 
would permit the shipowner to sell his ship for which there are not 
sufficient cargoes. 

Now, if I may, I should like to return to the beginning of the state 
ment. 

I think that statement of policy is important in connection with the 
rather definite statements we make against transfer, because we are 
not opposed to transfers when they are in the interests of our Govern- 
ment. 

The Conference of American Maritime Unions is unalterably op- 
posed to the policy and practice of transferring American merchant 
ships to foreign flags. 

Transfers to such runaway flags as Panama, Liberia, and Honduras 
make a farce of this whole question. 

Our Nation, as a major world power, has followed, and continues 
to follow, a dangerous maritime policy . We destroy United States 
shipping during peacetime, and only after we are attacked by an enemy 
do we realize the full importance of achieving and maintaining an 
adequate American merchant marine. This has been true prior to 
and during every major war in which we have participated. 

Fortunately, in World Wars I and IT we have had Allies who were 
strong enough to stall enemy aggression until we had sufficient time 
to adequately prepare ourse ‘Ives for combat. This enabled the mighty 
American production machinery to get into high gear. It made | 
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possible for us to build and mana merchant fleet adequate to transport 
men and materials to the overseas battlefields. 

Those wars proved that, given time, the United States is a nation 
whose production ab lity and manpower can tip the scales of the bal- 
nee of world power against aggressors who would destroy freedom 


] 
i] d aqaemocracy. 


It is clear to us that in the next world war our Nation will be the 
No. 1 target of the Communist aggressors. The attack upon us will 
be sudden, and every means of terrible destruction will be used. There- 
fore. we should n« t lean on the false theorv that we will have sufficient 
f to prepare after being attacked. : 

| By pite f arity of this reasoning, our Government is permitting 
( rchant arine to be depleted by allowing our merchant ships 

» be tr: rred to foreign flag 

Our Government must prohibit the further transfer of our merchant 

<] | eign flac \] O, every effort should be ex rted t o bring 
' ( lag tho p hich are owned by Americans 
( ri a) os, Only then can we ho} e “as fend 

Vv ¢ tional securit : 

| e Tact that we are ut the bri k of another terrible world 

nt marine ] being ny) thodically scuttled Strangely 


being done by American companies who have so much 
y achieving and maintaining a merchant marine adequate 
or out national defense. 

[ ese ompanies prefer to realize oreater short-range profits by 
transferring their ships to foriegn flags, including the runaway flags 
f Panama, Hondura S, and L ibe : 


The term “runaway” is ost to nonmaritime nations which are 


ed to register merchant ships in order to evade taxes, high in- 
rye on st luards and the wage payments to seamen of bona fide 
l 1 i ions 


As of Jam ary 1, 1954, there were a total of 346 ships of 1,000 gross 
tons and over owned by American companies and operated under 
for rT) ff los, Also, there were a total oft 7 72 ships W hich were being 
onstructed fo r these companies to operate under foreign flags. These 
118 ships are 34 percent of the privately owned ships under the 
United States flag. Of these 418 ships, 207 are under the runaway 
fl ios of Panama, Honduras. and Liberia. 

In table I there are listed 26 or oe avoregating 543.596 dead- 
weight tons, which are operated or being constructed for operation 
under foreign flags : ecgprss be Bry liaries of American companies. 
(11 26 ore carriers are owned by the large American companies listed 
n table IT. 

Senator Burier. Do you want to make those tables a part of the 
record ? 

Mr. Happocr. Yes. I would like to skip over those, if I can. 

Senator Burier. We will make them a part of the record. 
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TABLE I.—Ships of 1,000 gross tons and over under foreign flag and owned by 
affiliates of parent companies incorporated in the United States, as of Jan, 1, 


1954 
. c SCAL re 
Al ca 
i) Ni 1D 1) % ) 
we Wel ‘ 
Prese tf 4,78 x { ( 6S S, OOF 
{ Y 
r i ! } ( 104, 600 
} s 4 | t 9 | f { Ti 
| | | | 
Source S. Maritime Admir ration 
TABLE I] Ore carriers of 1,000 gross tons and over under foreign flag and owned 
by affiliates of major United States companies 
Under constru ! l operating and 
Presently operated ru I | operating anc 
ign ‘ construction 
Name of compa 
Nut Dead Nun ) Nu Dead- 
ber ht ber t ‘ ht 
hip ns hip hij t 
Aluminum Company of America { 1.900 4 2 000 8 103, 199 
Bet! Steel Cort 99 2 ) 8 2 13 
Republie St 1 Corp 2 44.1 { SY, 100 6 133, 700 
I Tetal C l is ) i 13, 150 
United Gypsum (¢ 27 27, 7 
Tota 12 138, 99¢ 1 404. 600 eA 543, 596 
Source: | Mar I Ad trat 


Mr. Happock. Of the 52 dry-cargo ships shown in table I, 44 aggre- 
gating 203,548 deadweight tons, are owned by 2 large American 
corporations. Thirty-nine of these ships are owned by United Fruit 
Co. and five are owned by Standard Fruit Co. 

There are 340 seagoing tankers, aggregating 5,764,769 deadweight 
tons, which are operated or under construction for operation by 
affiliates of American companies. 

Two hundred and forty, or 85 percent of the 287 seagoing tankers 
actually in operation are oavned by 5 large oil companies. 

Forty-five, or 85 percent of the 53 tankers under construction for 
foreign-flag operation are owned by the same 5 companies. 

The numbers and tonnage of the tankers owned by the five large 
American oil companies are shown in table ITT. 

Senator Buriter. Do you want to make that table a part of the 
record ¢ 

Mr. Happock. Yes. 

’ Senator Burier. It will be made a part of the record. 


a 
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TARLE III Seaqoing tankers of 1.000 gross tons and over under foreign flag and 
owned by affiliates of major oil companies incorporated in the United States, 
as of Jan. 1, 1954 


, +1 Under construe rotal operating 
Pr ly a ae nha cae z 
; tion tor loreign and construe 
; : flag tion 
N De N Dead Nul Dead 
wi t ve ber of weight 
| t i ton } tons 
G ( ( 2 3t 1 13 t 42 $4 732, 258 
§ \ 2 iis é 16, 404 412, 518 
St j 1 Oil ¢ Califor 64 |1, 029, 393 89, 100 69 1, 118, 493 
Sta ar vil < New Jerse ] 1, 428, 55 Is 132, 520 129 1, 861, 075 
Che Texas ¢ ] 242,9 7 145, 650 21 388, 601 
zi 133, 728 + 079, 212 254 4, 512, 940 
119 tankers ar tly owned t > Vacuum Oj] Co. and Standard Oil of New Jerse 
. I ow rd O1 Cah il i¢ 
Sourc U.8. Maritime Administratior 


fr. Happock. The argument ofte n used by the American companies 
is that they oper: ate their older ships under foreign flag. This is not 
true. In their 1952 annual report Lloyd’s Register of Shipping re- 
ported that only 5 percent of the tankers registered under the Amer- 
ican flag were under 5 years old. On the other hand, the percentages 
of tankers under 5 years old in the runaway fleets were as follows: 
Honduras, 60 percent; Liberia, 78 percent; Panama, 31 percent. 

It is paradoxical that the large American companies that dodge pay- 
ing American taxes are the same ones having large foreign holdings 
which require the protection of our Government. 

The American maritime unions have always been concerned with 
our Government’s policy of permitting the transfer of American-flag 
merchant ships to runaway flags. Despite our criticism, our Govern- 
ment, in the post-World War II period 1945 through 1952, has per- 
mitted the transfer of 532 privately owned American merchant ships 
to foreign flags. 

Senator Burier. Does that include the sales under the Ship Sales 
Act? 

Mr. Happock. It does not. 

The shipowners readily agree that the main reason for transferring 
to foreign flags is to realize greater profits by employing the lowest 

paid seamen the *y can find. The y — the voyage costs of Amer- 
a ships manned and serviced by crews and shoreside personnel 
participating in our high stand: a of living economy with the oper- 
ating costs of foreign ships manned by seamen who earn substandard 
wages and work long overtime hours with little or no extra compensa- 
tion. 

Although we could compare other items of voyage costs, we will use 
the average total monthly compensation received by able-bodied sea- 
men sailing aboard a C-2 dry-cargo ship on January 1, 1951. This 
—— compensation consists of basic monthly wage, overtime 

“ nings, vacation pay, risk bonuses, et cetera. , 
On oF anuary 1, 1951, the average monthly earnings of AB’s sailing 
aboard ships of major maritime nations were as follows: 


United States____- _... $332. 62 France Se a ear ee 94, 87 
Norway miciiiildiat 90.35 | Greece : ; 86. 20 
Britain - i 84. 28 | Japan eile aace otc 51. 20 





! 
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Moreover, on such runaway flags as Panamanian and Honduran 
there is no set base wage. These crews have no union protection. 

Wages are paid according to the nationality of the crew and the cir- 
cumstances which dictate the degree of exploitation of labor available 
to the shipowners. 

In 1950, the International Labor Organization published “Condi- 
tions in Ships Flying the Panamanian Flag.” The study disclosed 
the appalling living and working conditions aboard many of the Pan- 
amanian-flag ships. They pointed out that able-bodied seamen on 
Panamanian-flag ships were earning as low as $42 a month with no 
pay for overtime work. Some of the seamen did not even receive the 
starvation wage they were promised. 

In the past the Maritime Commission and the Maritime Adminis- 
tration had usually specified that American ships transferred to 
foreign flag could not come into direct competition with American- 
flag ships. American maritime labor emphatically stated that even 
with that policy, every ship transferred meant that two ships were lost 
to the American merchant marine. This was so because the trans- 
ferred ship would release another foreign-flag ship from another 
trade which would then come into competition with American ships. 

A prize example is the one in which the Maritime Administrator 
permitted the Matson Line to sell the Mariposa to the Home Lines 
with the proviso that the ship not enter American ports for 5 years. 
‘The Home Lines renamed the Jlariposa the Homeric and registered 
her under the Panamanian flag. The Home Lines recently an- 
nounced that the omerie would replace the luxury liner A¢/antiec in 
the run between Canada and Europe. The At/antic will then be 
placed in the run between New York and the Mediterranean ports. 
Thus, the sale of the Mariposa has resulted in the shifting of the 
Atlantic into direct competition with United States passenger ships 
on the run between New York and the Mediterranean ports. 

It is important to realize that this practice is made even easier for 
standard cargo and tank ships than it is for passenger ships. 

Parenthetically, I should like to state there that action alone was 
a direct action against the stated policy of our Government as set 
forth in the 1936 act because it permitted this ship to come right in 
there and start competing against the ships that are subsidized under 
the 1936 act. 

Also, we wish to point out that this practice of having transferred 
ships to relase other ships to restricted trades is a means of offsetting 
the requirement that the transferred ship shall not ply in the trades 
with Communist countries in accordance with the Department of 
Commerce’s Transportation Orders T-1 and T-2. 

The maritime unions were indeed started by the Maritime Admin- 
istration’s announcement of the so-called liberalized policy of per- 
mitting the transfer foreign of Liberty- -type t tankers to the runaway 
flags of Panama, Honduras, and Liberia. This policy is as follows: 


RECOMMENDATION 


It is therefore recommended that, subject to the receipt of the views of the 
Department of the Navy, that it has no objection to the transfer upon conditions 
hereinafter set forth, you authorize a relaxation in the Maritime Administra- 
tion’s statement of policy issued under date of July 11, 1952, so as to permit 
the transfer of United States privately owned Liberty-type tankers to foreign 
ownership and/or registry provided : 
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1. A finding can be made with respect to each individual Liberty tanker, a 
required by paragraph 6 of the said statement of policy ; 

2. The transfer of the said vessel is to the registry and/or flag of Panama 
or Liberia, with ownership remaining either directly or indirectly in the United 
States citizen owner; and/or if the United States owner elects, consideration 
will also be given to transfer to Honduran registry and flag, under the same 





circumstances ; 

3. The United States citizen owner of such Liberty tanker has submitted 
satisfactory evidence of economic unfeasibility, lack of present or prospective 
employment, forwarding such financial and operating data from date of acquisi- 
tion of vessel to date of foreign transfer application, as a basis therefor ; 

1. The outstanding mortgage notes, if any, on the Liberty-type tankers owing 
to the Maritime Administration at the time of the transfer of said vessels are 
paid to the Maritime Administration 

5. That any such transfer to Panamanian, Liberian, or Honduran ownership, 
and/or registry, shall be subject to the conditions set forth in paragraph 7 of 
the statement of policy of July 11, 1952 


It is further recotiumended that, if the above is approved, you sign the attached 
letter te the Secretary of the Navy for its views with respect to the desirability 
of retaining Libert y tankers under the United States flag, for the purposes of 
national defense 

The new Pp olicy is based on the premise that iberty-type tankers are 
shanlabe and if they remain either directly « ndirectly in the control 


of United States owners they will be av: ails ‘ble to the United States in 
time of national emergency. 


This is dangerous reasoning because the Maritime Ac iministrator 
may decide to apply his reasoning to the Liberty dry-cargo ships 
and permit them to be transferred because they are obs a 

We also challenge the thinking that s hips under the runaw: iv flags 


will be available to us in the next national emergency. Unlike the 
crews of American-flag ships, the seamen aboard the runaway flag 
ships are not screened for loyalty. Based on the knowledge that the 
Communists have issued orders to their agents to become seamen 
aboard th ese ships, it would be folly to believe that they are not aboard 
these ships. This is especially true because many of the crews aboard 
these ships are from such countries where many of the people are 
avowed Communists. 

All of us are familiar with the fact that the Communist Party in 
this country had ordered its agents to seek employment aboard United 
States merchant ships especially those which transit the Panama 
Canal. In time of war it would be amazingly foolish for our Gov- 
ernment to permit ships flying the runaway flags to transit the 
Panama Canal which is so vital to our national defense. Also, we will 
not find enough loyal skilled American seamen to man these ships if 
we permit the runaway flagships to drive us off the high seas. 

‘There is another good reason why we are certain that most of the 
runaway flagships which are owned by Americans will not be avail- 
able to the United States should an all-out war break out. Very few 
will disagree that Russia and her satellites have a good chance of 
sweeping across much of Europe before the free world will be able to 
stop them. In their sweep they will no doubt defeat and occupy the 
Balkan and Scandinavian nations. This will not only result in the 
loss of the merchant marines of those nations to the free world, but, 
in our opinion, will also result in the loss of most of the ships flying 
the runaway flags. These ships are manned by Italian, Greeks, and 
other low-wage nationalities. 

We are certain that as soon as the Communist overrun those nations 
they will radio all ships with crews of those nations to turn the ship 
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to Communist-controlled countries. They will no doubt be successful 
in their order because it would be based on the threat of punishing 
the families of crew members unless the ship is brought in. 

This risk can be avoid by keeping our ships from being transferred 
foreign. 

Upon hearing of the Maritime Administrator’s so-called liberalized 
transfer foreign policy toward Liberty-type tank ships, the American 
Tramp Shipowners Association immediately requested that the new 

policy become applicable to their dry-cargo Liberty-type tre amp ships. 
They made applications for the wholesale transfer of 60 of their ships 
to the runaway flags. Their argument is that at the present time 
100 of their 150 tramp ships are laid up because of lack of economic 
and military aid cargoes. They state that the transfer foreign of 60 
of their ships will permit the remaining 90 to remain under the 
American flag. 

To us this is the most callous distortion of fact that we have ever 
witnessed. The transfer of the 60 tramp ships to the runaway flags 
will result in direct competition of those ships with the tramp ships 
of bona fide foreign maritime nations, as well as with our nontramp 
ships which frequently carry bulk cargoes in order to offset overhead 
expenses. 

Moreover, we do not believe that the members of the American 
Tramp Shipowners Association Are sincere in their statement that they 
will request transfer foreign for only these 60 ships. We are certain 
that if they were given permission to transfer these 60 ships that in 
the near future they would apply for the transfer of their remaining 
idle ships. 

The American maritime unions firmly believe that our Government 
should make a complete study of the need for an American tramp 
fleet and provide means for maintaining this fleet in competition with 
low-operating-cost foreign tramps. However, we believe that until 
such a study is made and legislation is enacted, the American tramps 
shall not be transferred to the runaway flags. 

The American Tramp Shipowners Association states that 75 of the 
tramp ships were bought in 1948 and 75 were bought in 1951. We point 
out that these ships were actually purchased in order to carry the 50 
percent of the economic aid cargoes and the military cargoes allotted 
to American bottoms by law. 

It is also important to know that many of these shipowners have had 
and have financial interests in the foreign-flag ships which carry the 
50 percent of the economic aid cargoes allotted to foreign-flag ships. 

We are advised that most of the tr amp ships purchased in 1951 
have Government mortgages outstanding which average $350,000 a 
ship. Therefore, it is our opinion that the Government would be 
wise to foreclose on these ships and return them to the national-defense 
reserve fleet. This would not only result in having these ships avail- 
able in time of national emergency, but. it would also prevent the 
overtonnaging of the present world shipping lanes from which ap- 
proximately 10 percent of the foreign tramps have been withdrawn 
and put into layup. 

The American Tramp Shipowners Association is requesting our 
Government to become a party to destroying the merchant fleets of 
the bona fide maritime nations in order that the tramp shipowners 
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realize a greater profit. They openly state that they fully intend to 
maintain a tramp fleet adequate to carry all economic and military 
aid cargoes allotted to American bottoms. 

It would be indeed a sad reflection upon our Government if they 
permitted the transfer of these ships to the runaway flags and at the 
same time were required to permit these operators to operate more 
tramp ships in the event that we increase our economic and military 
aid cargoes. 

In other words, the tramp operators bought ships, operated them 
during the limited Korean war, and then request transfer of their 
ships. 

Should we increase our aid shipments to Indochina or other troubled 
spots in the world, these operators then would be in a position of buy- 
ing other ships to operate under the American flag and at the same 
time procure aid cargoes for their foreign-flag ships. 

In the long run all we can visualize is the complete destruction of 
the American merchant marine as well as the merchant marines of 
the other bona fide maritime powers. 

In support of the above argument that the further transfer of 
(merican-flag merchant ships will be most injurious to our merchant 
marine, we submit an article which appeared in the March 30, 1949 
edition of the Shipping World, which is the foremost British ship- 
ping magazine. The article, entitled “The Replacement Problem— 
Sell Abroad or Scrap and Build?” states in part as follows: 


Shipbrokers who worked on the markets in the doldrums of the 1930's will 
remember the difficult task of finding a freight which a vessel could carry 
without loss. The exception was the new, economy type of ship with which 
the owner was able to trade at a moderate profit. The new ships of the period 
of depression were built at small expense, which added to the advantage which 
their modern design gave them through low running costs. Those owners, 
therefore, who, through thick and thin, persevered in their policy of replace- 
ment, were able to make headway against the adverse conditions then prevailing, 
and to emerge from them with an efficient fleet. 


SALE OF OLD VESSELS 


The British policy of replacement had one characteristic which, the opinion 
is held in many quarters, added to the owners’ difficulties in times when tonnage 
was in excess of demand. They sold their old vessels, mostly to foreign buyers, 
in order to raise some of the capital required for their new purchases. One 
well-known London firm of shipowners was an exception and maintained by 
precept and example that British shipping was ill served by allowing its older 
shipping to cross the trade routes under competing colors. They sold their 
old ships for scrap prices which involved a total sacrifice of many thousands in 
comparison with what they could have obtained from foreign buyers. In the 
years before the war some foreign vessels, notably those under the Greek flag, 
could be operated at a lower running cost than the British. This advantage, 
added to that of low capital charges on vessels bought cheaply, was enough to 
compensate for the comparative inefficiency of the ships which changed owner- 
ship and flag, causing a fall in the percentage of shipping of British nationality. 


TOO MANY SHIPS 


The arrival of new ships upon the seas, unaccompanied by a corresponding 
departure of old ones, helped to produce an excess of tounage which depressed 
the market so much that new building eventually came to a standstill. Urgent 
steps had to be taken to resume the creation of a modern merchant fleet and 
reawaken the silent shipyards. The scrap-and-build scheme was put into opera- 
tion—2 obsolete ships scrapped for every new 1 ordered with the encourage- 
ment of a Government loan on easy terms. The plan worked well and a worth- 
while number of good new ships was the result. A crisis of overpopulation would 
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arise in the world if 10 years were added to the span of life, and in fact, some- 
thing of the kind has already taken place in many countries as a result of 
improved conditions. That human problem cannot be solved by the brutal 
methods of wild life, but the case of ships is different. Old vessels should give 
place to new, except when every vessel which can be pressed into service is 
required for an emergency, as in the last 10 years. The occasional sale of old 
vessels May well be to the general good if it is to enable buyers of ability with 
only limited capital to make a beginning—some of our best shipowners started 
in that way—-but the disposal of obsolete ships involving a transfer of flag has 
been found to react to the detriment of British seamen, shipowners, and ship- 
builders. When the necessary adjustment of building prices is reached, en 
abling ships to be ordered with reasonable prospects of an unsubsidized and 
productive career, encouragement to scrap and build may well be a policy worthy 
of consideration by the Government. 

We wholeheartedly agree that if worse comes to worse in the ship- 
ping industry it would be better to scrap our ships than to transfer 
them to the runaway flags, in order to at least preserve a segment of 
our industry. 

We are certain that we are not exaggerating when we state that if 
we continue a policy of permitting our - ships to transfer to the runaway 
flags, those flags will be the only merchant marines in the future. 

In 1924 Lloyds Register recorded only 15 ships flying the Pana- 
manian flag. As of June 530, 1953, there were 533 ships, aggregating 
5,765,000-deadweight tons, under the Panamanian flag. On that date 
there were 145 ships aggregating 2,277,000-deadweight tons flying 
the Liberian flag, and 73 ships, aggregating 570,000-deadweight tons, 
flying the Honduran fi: ag. This is a total of 751 ships aggregating 
8,612,000-deadweight tons under the 3 runaw: Ly flags. 

A good ex: umple. of how a nation can easily lose its merchant marine 
is that of Greece. Of the Greek merchant fleet of 940 ships, more 
than two-thirds of these ships now sail under foreign flags. To date, 
the Greek merchant marine consists only of approximately 300 ships. 
194 ships are now flying the Panamanian flag, 77 the Liberian flag, 
and 49 the Honduran flag. Thus, 462 ships of the Greek merchant 
marine are now flying the runaway flags. 

Paradoxically enough, on January 31, 1953, the Journal of Com- 
merce and Shipping Telegraph of London contained a story in which 
the Sleosk seamen’s unions were complaining about the practice of 
transferring the Greek ships to the runaway flags. The unions stated 
that the increasing use of foreign flags enables Greek operators to 
evade heavy ti 1xation and enables them to man their vessels w ith non- 
aoe seamen under low standard of working conditions. Also, the 

Greek Government itself has finally agreed with the Greek seamen’s 
unions that the situation is extremely serious and is making every 
effort to convince the Greek shipowners to return their ships to the 
Greek flag. 

Nor is Greece alone in voicing its alarm over having her ships 
turning to operating under the runaway flags. In perusing the mari- 
time periodicals of the foreign maritime nations we find that all 
maritime nations are concerned about this thorny problem. 

Mr. Chairman, that completes our prepared statement and I would 
like to make a couple of remarks with regard to the previous ideas 
that were given the committee. 

The Maritime Administration has indicated that their policy of 
transfer foreign of these ships is not done if those ry are of any 
value to our national defense. In the next breath, it is stated that 
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the Defense Di a ent will not permit them to transfer the Liberty 
ships and es up because those ships are of value to the national 
defense. I don’t know how anyone, whether he knows aything about 
the industry or not, can for a minute feel that any ship that we have 


that is capable of tran sporting goods from our shores to other shores 

of no value to our national defense. All of us in this room have 
certainly seen what aaa oe the last war. They took every- 
thing that would float and used 1 They will cert: ainly take every- 
thing that will float and use it in oA ne xt one. They jus st conceded 
it and, as a matter of fact, the Navy has stated in testimony before 
this committee that we do not at this time have adequate ships. If 
we do not have adequate ships, it is impossible for me in my limited 


ability to determine how the Defense Department can make a deter 
mination that the transfer of ships from American flag to foreign 
flas \ ll not jure our national defense. 

Now, maybe I am just naive or just plain dumb, I don’t know which, 
but I cannot make sense out of that sort of a hodar podge of thinking. 

Senator Porrer. May I ask a question, Mr. Chairman ! 

Senator Burier. Yes, indeed. 

Senator Porrrer. Would you comment on the statement that the 
rman of the Commission made or in essence what he stated, 
that because of the difficulty that American tramps are having today, 


many ot them ] ave to he laid u Ip n inerea ine numbe rs, and that by 


iaking these ships and putting them — a — ion flag that that 

ould relieve the competition to the rem: Amerienn flag opera 
tors so that they will be able to sail anaes.” y don’t know whether 
he said that, but I received that as the tone of his areument. Would 


you care to comment on that ? 

Mr. Happockx. Thank you, I would. Asa matter of fact, I had it as 
a point. Senator Magnuson’s observation goes to the very crux of 
hat statement of policy. You have so many cargo tons, so much 
cargo in the world to be transported. If you have more ships than 
vou have cargo to fill them with, you are going to have to lay some 
of them ap. Now, we are in that position at the present time. We 
have more s ups than we have ¢ ‘argo to carry. If you take t he Ameri 
ean ships which are being laid up because there is insufficient American 
cargo for those ships and insuflicient foreign cargo for those ships, 
and transfer them to foreign flag, you thereby permit a greater num- 
ber of foreign-flag ships to be in competition with the American-flag 
ships which, in turn, means that for every foreign-flag ship that you 
can operate that has been transferred, you must lay up at least one 
other ship, and since the United States flag ships are the highest 
cost ships to operate, I think it is reasonable to assume that it will 
be an American ship that is tied up and not a foreign-flag ship so 
that the whole policy, as we have tried to state it, is that for every 
ship you transfer foreign and are successful in operating, you are 
going to use that many less American ships. 

Senator Porrer. It is your contention that rather than to relieve the 
economic distress of the tramp trade, it would enhance it by the trans- 


fer foreign ? 
Mr. Happocx. Definitely. 
Senator Magnuson. And I might add that that has been the ex 


perience. 
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Mr. Happocx. That is correct. 

Senator Smaruers. Do you believe that this matter of commerce, the 
woods exchanged between nations, is static ? Will the traflic between 
nations remain at a fixed point, or do you visualize that as getting 
larger and commerce improving between nations and thereby justify- 
ing the use of more ships? 

Mr. Happock. I am personally hopeful that the commerce between 
nations will lmprove. I think to a oreat extent that depends on 
whether or not we are going to have free economies in the world and 
in various nations of the world. Ina great part of the world we do 
not have what we consider free economy, and I am speaking in terms 
of American economy. In many of the so-called capitalist nations, 
we have cartelized economies in which competition is very restricted, 


und within their own borders, and competition from foreign nations 


practically prohibited. We have, throughout the world, a tre 
mendous number of factors which militate against a free flow of 
ommerce, In my opinion, there are more of those impediments to 
commerce to foreign nat ons than there are in the United States, al 


though we do have some oul selves 


L feel that until and unless the commerce of the world is really mace 
free and permitted to move In a Tree way th : we are not going to 
have a marked increase in the commerce of the world, free flow of 
commerce in the world. Now, of course, shin depends on the living 
standards of the nations, and my opinion of those countries to which 
I have been and have had an opportunity to view the operation of 
their econgmies, and I am speaking partic a ily of cartelized econo- 
mies which exist in a major part of the world tod: iy, that those living 
standards will not increase or improve so long as those cartelized 
monopolies continue to pron those countries and that means, in 
effect, that we will not have an appreciable increase In commerce. 

[ think, generally, that the people in those nations and throughout 
the world are in the position of where they are forcing improvements 
in their standard of living and to the extent that that is possible. we 
are going to have an improvement in international trade because it is 
the iproved standards of liv Ing that really demand more commerce, 

} 
more goods. 

Senator Porm rk. As long as we are philoso; yhizing, that has been 
one of the big difficulties in the billions of dollars we sp ent in foreign 
governments, We spend billions of dollars on the governments but 
spend little on increasing their standards of living which, in turn, will 
give us a market for our goods and production for goods which we 
cannot use here. 

Mr. Happock. I do not think I can agree with you wholly. I agree 
with you in principle. We have maintained the cartels in these coun- 
tries, which in turn have maintained the governments. 

Senator Magnuson. As this affects the American merchant marine, 
even though there would be an increase in the world trade, the other 
foreign countries are going to build ships which, in turn, are going 
to be competitive against us and add to it. 

Mr. Happocx. Historically, that is true, and they not only build 
the merchant marine but they set uP conditions whiel nh prevent their 
goods from being carried in American shi ups and in that connection 
this whole Ganetion of 50-50 came ay 
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We were one of the principal unions that advocated the 50-50 after 
the war and we di Mr it Slats ause we felt sincerely that we wanted to help 
these other nations get back on their economic feet. But, un- 
fortunately, it has not operated to our benefit simply because when 
we remove disabilities to foreign ships carrying our cargoes, the for 
eign countries and practices within the foreign countries are not re- 
ciprocal and they maintain the same old standards which prevent 
‘arriage of what vou would call even normal commerce in American 


hottoms and I think it would be fair to state that I do not know of a 

ngle country that has a merchant marine that would for a minute 
think of permitting any of the cargoes which are financed or sup- 
ported “any way by their governments, the governments of those 
countries, to be carried in anything except their own flagships. I 
lon’t know of at \ instance where that has hot been 100 percent the 
Ca 


Senators Smaruers. Do vou believe that the more ships there are 


operation, the more benefit will result to the various shipyards 
around on the coasts of the United States, just by reason of ships 
coming in there for various repairs and things of that nature? Do 
you think that that has any effect on the amount of employment and 
work done in American shipyards? 

Mr. Happock. If you are talking about American ships and Ameri- 

can employ ment, I would say “Yes,” and if you are speaking of foreign 
ships I would say “No,” but I want to emphasize a point there, don’t 
ior 2 minute think that the more ships tl iat we have the more we are 
froing to have employed because the more ships we have, the sicker 
the industry is going to be, in my opinion. am a matter of fact, we 
advocate . as long ago as 1945 the convening of an international con- 
ference that would pre mol just what is happening today, overtonnage 
of sea ie and the building of sick industries. 

Senator Magnuson. And, as a matter of fact, the ship flying the 

flag. if there are 100 ships comin 


foreien og, 17 into one of the east coast 


ports in a month, 1f 50 are American and 50 are foreign, you are 
fone to have much more employ ment than if 80 are foreion ind 20 
American. a 

Mr. Happock. Definitely 

Senator Magnuson. Because they will do the minimum. 

Mr. Happock. A foreign ship only gets repairs in American ship- 
vards when they are required to. It is just that simple. 

Senator Smatirers. Does anyone have any statistics on how many 
foreign ee h low many there were last month or the last 6 months. 
being repaire American shipyards ? 

Mr. Happocx. "] am sure that the Shipbuilders’ Council, if they do 
not have those figures, could make them available. 

Senator Porrer. Isn't it true that at this time most of the foreion 
shipyards are at the peak-load capacity in building and repairing 


new ships and we have the overflow of foreign shipyards? 


Senator Smatuers. If the Senator will remember, I sugested and 
offered that amendment last year to reduce that by $90 million and 
direct that to the shipyards here in America. The Senator from 
Marvland, Senator Butler and mvself introduced and offered that 
amendment. 
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In Florida, we do have some shipyards where there are some for- 
eign ships being repaired. It may be an unusual condition and it may 
not be. I don’t know. I wondered what the figures revealed. 

Mr. Happocx. I am sure that whatever the figures will reveal, if 
a study was made of it, you will find they are being repaired in Ameri- 
can shipyards simply because they had to be repaired here. 

Senator Smatrurrs. Broke down here. 

Mr. Happock. That is right, and of course this whole question of 
shipyards having work to do is involved in the old 1936 act which, 
in my opinion, has been and still is being maladministered. 

Mr. Werster. Would you care to comment on the effect which you 
think the program that you offer for improving foreign transfers 
would have on capital investment in American flagships? You will 
recall that that line of inquiry was addressed by the chairman to Mr. 
Rothschild, and I believe he expressed the opinion that he would 
not want to invest any money in an American shipy: ard if he was 
pretty well assured that it would not be available for foreign transfer 
under, I assume at least the circumstances as he is administering them 
today. 

Mr. Happock. People with capital invest in American shipyards 
or any other American business for one reason, to make money. That 
is just as true today as it has ever been. Now, I have talked with a 
number of people who invested in these ships immediately after the 
war and they invested in them knowing full well that it may not be 
possible to transfer them foreign. As a matter of fact, it was their 
feeling that they would not be able to transfer them foreign. Yet 
they put their money in it, hoping to make money. Now, I think th: _ 
is a venture which I am sure Americans should and want to look : 
squarely. They cannot fool around with that problem. ‘They on 
what it is and I think histor ically this industry has not attracted the 
American capital to it because it has not generally been an industry 
on which they could rely on making money, except in accordance 
with the principles of the 1936 act. 

Mr. Wersrer. I understand as one alternative proposal which you 
set forth, that you think that perhaps the United States might pro- 
vide a purchaser, become a purchaser for these vessels rather than 
permit them to become foreign registered vessels, is that correct ? 

Mr. Happock. We do strongly advocate such a procedure. 

Mr. Werster. And I assume you have weighed, in advocating that 
procedure, the cost to the Un Lited States of such an undert: iking and 
you believe that it woul | cost the United States less to operate such 
a proce dure than to perml it the transfers foreign and suffer the i indirect 
costs, is that correct ? 

Mr. Happock. We have and do believe that that is the case. 

Senator Magnuson. I could not follow the reasoning of Mr. 
Rothschild either on the priv: ite financing. What good is private 
financing to us? What interest is it to the best interest of this country 
if that money is going to go on a foreign ship. We do not even get 
any taxes on it, so I cannot weep any crocodile tears that it will not 
attract priv: ate ani al to American industry if you are going to buy 
it with the idea of transferring. It is gone. That capital might be 
used for something else in this country but it is gone then. 

Mr. Happock. And, of course, this whole question is in violation, 

180 degree violation and at variance with the 1936 Merchant Marine 
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Act. That act is quite clear and it says, in effect, that we need a 
strong American merchant marine, not a weak one. Yet we have 
had continual administration of this act which has given us a weak 
one. We now see the situation where there are a number of ships to be 
built under it and cannot be built. I don’t know why we keep on 
kidding ourselves about this or why Congress pe ‘rmits this to goon. I 
think people need to be brought up short, either administer this act 
or get someone else in who W ill. 

Senator Porrer. Is it your proposal for the Government to buy the 
ships and either lay them up or scrap them ? 

Mr. Happocx. Yes, sir. 

Senator Magnuson. Do you agree with me, Mr. Haddock, that if 


this present trend continues, speaking of the figure 451, that in about 
& or 7 vears they will all be fore ion because as it continues, it makes 
our merchant marine weaker ? 
Mr. Happocx. No question about it. 
Senator Magnuson. And then they come in and say “We cannot 
nerate.” 
“Senator Burier. There is one thing you ought to think about in 
it connection. The ships that have been transferred are very old 
ps, isn’t that true, according to this figure ? 


Senator Magnuson. Yes, but when they are transferred foreign and 
go out and become obsolete, then another foreign flag takes it place. 
We don’t get the benefit of it. If they come back here and fly the 
American flag, then we might not have so much concern about it. 

Senator Smaruers. If we are building the ships and transferring 


them foreign, at least we might say that our shipyards benefiting to 
ome extent. But we are not building the ships. That is the whole 
problem. It goes back to the matter of a standard of living here 


! am in favor of and for the purpose of competing in an unregulated 
field in other countries, so we cannot do it. I don’t know what the 
answer Is, 

Mr. Happock. With regard to your question, Mr. Chairman, it is 
true that a lot of these ships transferred are older ships. The fact 
that they are older ships does not mean that they are not going to be 
n competition with American ships simply because they are older 
hips, lower capital costs : and | lower interest involved, that they are not 
going to be as much of a competing factor with American ships 
because if you are going to c arry ages tons of cargo in one of these 
ships from one point to another, an America n ship is not going to 
carry that 10,000 tons. 

Senator Bur.er. But the older they are, the less competitive they 
are ¢ 

Mr. Happocr. T am not so sure of that because I think vou will find 

lot of these old ships are the ones who are really competing and are 
the ones who are carrying the cargoes, 

Senator Magnuson. Those are the ones because of the cost of opera- 
tion and the fact that they have been amortized can do it because a 
new model would cost more to run and they can get cheaper rates and 

“an carry the cargo. 

Mr. Happock. Senator Smathers has hit what has been the whole 
question on this, that American ships simply cannot operate as cheaply 
as foreign ships, just as American railroads cannot operate as cheaply 


which we are trying to maintain, which is almost too high but which 
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s foreign railroads or any other industry, and the Government has 
dete rmined, or at least the Congress has determined, and I think quite 
correctly, that since that is not possible, that the Government will 
pay those companies who are going to operate ships an amount which 
will equalize the foreign and domestic operating costs. 

Senator Porrer. One of the factors that normally is overlooked 
is the fact that we have to have an American merchant marine for 
defense purposes. 

Mr. Happock. You are going to have to pay for it. 

Senator Porrer. And we spent billions of dollars for arming our 
Army and Navy and we have to have a merchant marine which is an 
integral part of the national defense and there is no panacea for i 
other than it will cost money. 

Senator Burier. We would have only one alternative. We build 
ships in American shipyards and those ships would not be transferred 
to foreign flags except under the conditions enumerated which would 
make it almost impossible to transfer them and if the owner wanted 
at about what 


} 


to sell, the Government would have to buy. Isn’t tl 
it amounts to ¢ 

Mr. Happock. No, I would think not. I would point out to the 
chairman that you have just handled a bill which would transfer 
some ships toa foreien flag and these ships are within the policy which 
ve stated here. 

Senator Burter. We haven’t handled it yet. We are to have hear 
ings on it. I do not see how we can prevent the sale of a ship by its 
owner unless the Government is going to buy the ship when the owner 
wants to get rid of it. 

Mr. Happock. I suspect that in that whole question is involved 
some legal question and I am not a nye and I cannot answer it, 
but I do Say let us not transfer those ships foreign to become com 
peting ships to American ships because if we do th: at, we are simply 
destroying our merchant marine and making higher the bill which 
the American public is going to have to pay. 

Senator Burter. On the other hand, if you cannot operate ships in 
America and the owners cannot sell them and the owners cannot 
build in America, it is just a question of time until the merchant 
marine which we now have will become obsolete. 

Senator Magnuson. In most of these cases there is a joint owner 
ship, both in equity and in fact, particularly the ships we are talking 
about now. 

Senator SMarueErs. Joint ownership in what way ? 

Senator Magnuson. In that the Government has put its share in the 
ship. It may be a construction subsidy or the cost of the subsidy. 

Senator Butter. That is true of all, practically all. 

Mr. Happocx. That is right, practically all. 

Senator Magnuson. The fellow may ultimately vet the title, but 
the American people have a joint ownership in that ship. 

Mr. Happock. The question came up about the American tramp 
ships competing with foreign tramp ships. We have not had a tramp 
fleet in this century. The so-called tramp ships we have at the present 
time are not tramp ships. They are just cargo carriers, subsidized 
through one form or another to carry American cargoes. They are 
not competing with foreign ships and have not been. There have not 
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been really tramp ships competing in the world trade flying the 
American flag in this century, certainly none that I know of and I do 





not think that they can. ; 
Before the war was over, in connection with our request for an 1n- 


ternational treaty to look into this, we made the statement just as 


plain as we could that as soon as the war conditions were over, and the 
emergency conditions were over, that no American ships operating, no 
American ship operator could operate his ship in competition with 
foreign ships without some sort of subsidy. THis costs were just too 
high and that is what the 1936 act was designed to do, and we see all 
around us ships being built by American capital to operate under 
ro! n flag ind nothing hen ¢ lone under the 1936 act to build them 
ler the American flag. 

Senator Magnuson. Isn’t this true, that when you talk about the 
nm and speakil or ( f the cost to the Americal taxpayer, it costs 
0 to build a sh p and then it is sold to an American operator 

at SOVUUUU ¢ 

fr. Happock. That is right. 

Senator Magnuson. We still have $900,000 in that ship. Now, if 
we allow him to transfer that ship foreign, we are just paying a for- 
eign government or building up a foreign merchant marine, not only 


to put the ship in competition, but we are giving them some $900,000. 
At least maybe we might stop this if we required them to pay the sub- 
sidy and Government aid that went into the ship before the transfer. 

Senator Burier. That only applies to war-built ships, but any ship 
built under a subsidy must stay under American registration for 20 
years during its useful life, but you are referring to war-built ships. 

Senator Magnuson. That is right, so it becomes a double thing with 
us. Maybe if we required them to pay the difference, the cost to the 
American taxpayer and then they could transfer it, in subsidy or aid, 
1 think it would be all right. 

Mr. Ifappock. I want to emphasize if I can the policy. We think 
it is a realistic policy which is in the interest of our Nation. Asa 
matter of fact, on point A, it states specifically that transfers should 
not be permitted unless they are in the interest of convenience and 
necessity of the United States merchant marine, the United States 
economy and national defense. Now, I just don’t know how we can 
let Government officials transfer ships out from under the American 
flag unless they meet that basic requirement. 

Senator Burter. You have got to think about this thing, if you do 
not build these ships here and give them a subsidy, they are going to 
build them abroad for what it would cost and the American labor 
will not have a crack at it at all. 

Mr. Happock. We are for building American ships in the American 
shipyards and giving the shipyards a subsidy’so that the operator will 
be on an equal footing with the foreign operator and we are for giving 
the American operator in the United States who operates under the 
American flag a subsidy to meet the differential in the cost. 

Senator Butter. Would you force him to do that and not permit 
him to buy his ship abroad ? 

Mr. Happocx. Tf I had my way, and I think this is a legal thing, 


if I were in a position to get a bill through Congress, I would prohibit 
an American citizen from owning a foreign-flag ship under certain 
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conditions, and those conditions would certainly involve the ships that 
came to the United States. They would have to ply in foreign waters. 
In my opinion, that can be done under the war powers, and I think it 
is of sufficient importance to our Government and national defense to 
do this. 

Senator SMarners. Would you apply that same principle to auto- 
mobiles and all the other things that are made? 

Mr. Hapvock. If they were of sufficient importance to our national 
defense, I would, if that ‘s a logical conclusion. 

Senator Maanuson. This is a different kind of a situation alto- 
gether. This is the only real large industry we have that is the most 
highly competitive with other countries. The rest of them have ter- 
rifie protect ion in the tariffs or are not operat ing in direct competit ion. 

Senator Buriter. Unless you tell an American he cannot buy abroad, 
vou are not going to get them to build in American shipyards. 

Senator SMaruers. We can argue this out among ourselves. 

Senator Butrier. Thank you very much, Mr. Haddock. 

The next witness will be Mr. George Morgan. 


STATEMENT OF GEORGE W. MORGAN, PRESIDENT, ASSOCIATION 
OF AMERICAN SHIP OWNERS 


Mr. Morcan. My name is George W. Morgan. I am an attorney at 
law and am president of the Association of American Ship Owners, 
which has offices at 90 Broad Street, New York, N. Y., and at 1621 
K Street NW, Washington, D. C. Our association is composed of 
some of the oldest and best established companies operating Ameri- 
can-flag ships. None of them has been subsidized under the Mer- 
chant Marine Act, 1936. They are engaged in both foreign and do- 
mestic trades. 

In March 1950, I wrote at some length in reply to a searching and 
comprehensive letter of February 13, 1950, from Senator Magnuson 
in which he sought the views of our association and others on the ques- 
tion of foreign-flag transfers. I would appreciate it if Senator Mag- 
nuson’s letter and my reply were incorporated in this record as a part 
of this statement because they contain, I think, some fundamental 
considerations that should have the attention of the Congress in con- 
nection with this problem. 

Senator Burier. It will be so ordered and the letter of February 
13, 1950, and the accompanying reply will be inserted in the record 
at this point. 

(Correspondence referred to is as follows :) 

UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
February 18, 1950. 
Mr. GrorGe W. MorGAN, 
President, Association of American Ship Oveners, 
90 Broad Street, New York, N. Y. 

Dear Mr. Moraan: The Subcommittee on Merchant Marine and Maritime 
Matters in the forthcoming hearings on the question of the transfer of American- 
flag vessels to foreign registry will appreciate any comments on the following 
matters which your organization may desire to submit: 

1. What are the reasons for United States citizens placing merchant ships 
under foreign flags? Discuss wage, tax, and other savings possible reductions 
in losses due to labor disputes, savings in repair costs and United States 
luties thereon, lower standards of subsistence, of crew quarters, of vessel 
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uction and maintenance, and other factors leading to improvement in 
relative competitive position as compared with foreign-owned tonnage. Are 
there savings flowing from greater ability to use foreign currencies in payment 
for operating expenses, as compared with restrictions placed by certain nations 
on transfer of freight revenues from foreign moneys into dollars, which is 








ssary for American-flag operation 
2 What are the business drawbacks to placing American-owned tonnage 
under foreign flags? Taxes to foreign nations? Expropriation of vessels‘ 
It rictive legislation limiting profits or requiring social outlays? 

Does the placing of American-owned tonnage under foreign flags unfavor 
ibly ffect the 1 ional defense of the United States Consider this for flags 
of Western Hemisphere nations, for those of European nations, etc. Consider 
re bility of offic rs and of crews in case of emergency, feasibility of ordering 
ships back into United States service, feasibility of replacing politically doubtful 
cre\ I ble obstacles which might be placed in the way of ordering the 
hips it i future conflict, et From standpoint of national defense, compare 


il ng by United States citizens under United States flag, under foreign flag, 





nd n nit by foreigners under foreign flag, for American-owned tonnage 

1 WI) ure effects on subsidized and unsubsidized American-flag op 
‘ Col from American vessels under foreign flag? What are 

e 4 an amen and shipbuilders, etc.? What are the effects 

od and bad, « the Treasury—tirst, through reduction in need for subsidies, 
etc., a st throug! of possible tax revenue What is the actual tax 
] ( f this Government in regard to taxing profits derived by American con 
panies from operation of foreign-flag shipping? What about use of revenues for 
| ng 1 t age, f tax What about subtracting taxes paid to for 
eign I ition Tro! taxes d le TI » | nited States? 





If American owns required to operate only under the United States 
flag, or alternatively to operate only with American crews under any flag, will 


this result in competitive disadvantages which will canst merican-owned 
tonnage to be replaced by wholly foreign-owned tonnage, or alternatively will 
require increased operating subsidies? Consider liner, cargo liner, tramp and 


tanker operations in regard to this question. 

6. What are the views of your organization in regard to this whole question 
of American-owned foreign-flag operation? Are those views subject to change, 
depending on the absolute or relative number of American-owned ships operating 
under American make? 

In the event that a representative of your organization desires to attend and 
testify on this important subject, the subcommittee will appreciate your im 
mediately advising us as to the name of the representative and request that you 
submit a copy of tl statement as soon as practicable. Witnesses testifying are 
required, under the Legislative Reorganization Act, to file 25 copies of the 

atement with the subcommittee 

If you do not deem it practicable to have a witness appear at the hearings, 
your comments in the form of a letter or a statement will be welcomed. We 


l ad » vou as soon as possible of the exact date of hearings on the subject 
of foreign registry 
S neerely 


WARREN G. Magnuson, U.S. S 


ASSOCIATION Or AMERICAN Sure OwNeERS, 
New York, N. Y., March 2, 1950 
Hon. W :eEN G. MAGNUSON, 
United States Ne nate, 
Washinoton, D.C 

My Drar Senator Maanuson: This letter is reply to your inquiry of Fel 
ruary 13 for comments with respect to the registry by United States citizens 
of vesss under foreign flag. 





As an sociation we have, of course, general knowledge of factors that might 
in individual cases persuade American citizens to place vessels under foreign 
registr We do not, however, know what particular factor may be controlling 


in the case of an individual transfer. 

During the course of my recent testimony on S. 2786, I expressed the view 
it if restrictions placed upon American shipowners by our maritime statutes, 
and regulations issued thereunder, were eliminated, the American would have 
no difficulty whatever in competing for a fair share of world trade I listed 


; 
} 
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some of the important disadvantages to which the American is subject under 
the law, as follows: 

1. All ships in the subsidized foreign trades and in the domestic trades must 
be built in the United States, where shipbuilding costs are at least 70 to 100 
percent higher than building costs in the world market. 

2. American-flag ships must meet rigid construction and safety standards 
that are expensive in the initial building and that add to maintenance and opera- 
tion costs throughout the life of the ship. These standards are much higher 
and*more expensive than those required on foreign-flag ships. Two of the 
largest and most famous ships in the world fall short of meeting American 
standards, yet are very popniar with American travelers. 

3. American-flag ships are required, with unimportant exceptions, to be 
manned by American crews, whose wages are double, and in some cases triple,’ 
those paid by foreign-flag ship operators to their crews. 

4. United States tax laws make the accumulation of capital for ship-replace- 
ment purposes difficult for unsubsidized operators, whereas tax laws in many 
of the important foreign maritime nations encourage the building up of adequate 
depreciation reserves. 

5. American-flag ships must have all repairs done in American shipyards, 
where costs are double the world market, or else pay a 50 percent tax on the 
cost of such repairs. 

The foregoing disadvantages all have the effect of increasing for the American 
owner either or both his capital and operating costs. While it would seem logical 
to assume that there should be some compensating savings in insurance costs 
as a result of the higher safety standards required for American vessels, this 
does not seem to be the case since the insurance differential is one of the sub- 
sidizable items of cost under the 1936 Merchant Marine Act. 

Broadly speaking, the foreign-flag question seems to involve two problems. 
The first concerns the construction with American capital of vessels in foreign 
yards for foreign registry and the second concerns change of registry of an 
existing American ship to foreign flag. In the case of new ships, consideration 
of initial capital cost as well as considerations of operating costs over the life 
of the vessel are undoubtedly important. Your inquiry seems directed primarily 
to the second problem, however, where initial capital has already been invested 
in American-flag ships. In such instances it would seem that the public interest 
is somewhat different in the case of vessels that are no longer suitable through 
obsolescence or inefficiency for American-flag operation than it is in the case 
of other vessels. 

Where a vessel can no longer be operated efficiently under the American flag 
it would seem that the best interests of our merchant marine require that it 
be disposed of on the best terms available so as to provide both room and capital 
for a more suitable ship. An old and uneconomic vessel in the hands of foreign 
competition is of course less of a threat to American shipping than a good new 
one. Thus it seems that such transfers should be encouraged. If considerations 
of national defense require that such a ship be retained under the American 
flag despite its inefficiency, then the Maritime Commission should be authorized 
and required to acquire the vessel at its fair value in the best available market. 

While some of the considerations referred to in your letter of February 13 
might in some instances affect an owner’s decision to transfer an efficient ship 
to foreign registry, it seems that the most compelling one is the lack of oppor- 
tunity for profitable employment of the vessel under the American flag, leading 
to a Wish either to sell che ship in the best available market or to continue its 
operation with the advantages available through lower unit operating costs 
under foreign flag. The enclosed tables taken from the last report of the 
Canadian Maritime Commission, issued June 30, 1949, give some idea of the 
differential that exists between American and foreign operating costs. The 
figures are not in all respects current and none of them gives effect to currency 
devaluation. Furthermore, the individual wage rates are only the basic scales 
and do not indicate further cost differentials due to overtime, penalties, social 
contributions, paid vacations, and pension or welfare payments. 

The first numbered paragraph of your letter of February 13 referred to other 
considerations, all of them economic, that might from time to time have some 
influence on a decision whether in the first instance to invest American eapital 
in foreign ships or whether to transfer an American ship to foreign registry. 





1As of 1954, American crew wage costs are 4 or 5 times those on foreign ships. 
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But the relative importance of such considerations seenis to be of less significance 
than the fundamental observation that all of them are economic factors. This 
fact seems of prime importance when we consider ways and means of further- 
ing the objective of our national policy that seeks to assure private ownership 
and operation of an adequate, active American merchant marine. 

If the causes of an unsatisfactory situation are found to be economic, it 
would seem to follow that the remedy shou!d be sought in the economic field. 
No amount of restrictive legislation will promote American-flag ship operation 
When such operation must be conducted at a loss. If losses under private 
American-flag operaiion are inevitable and if transfer to foreign flag is 
prevented, there is no alternative but to lay up the unprofitable vessel. 
Under such circumstances it would seem that the interests of national defense 
would be better served through the availability of an American-owned foreign 
ship in actual operation than through the mere existence of an American-flag 
vessel in lay-up. The remedy then would appear to lie in the adoption of meas 
ures designed to improve the economic environment for American-flag operation. 

Since it is the policy of certain foreign countries to encourage the investment 
of alien capital in their shipping, we think it is possible to select a foreign flag 
for registry under which there are no important business drawbacks. While, 
as suggested in the second numbered paragraph of your letter, duplicate taxation 
might in some cases result when foreign earnings are brought into the United 
States in the form of dividends, American tax deferment is also possible where 
earnings are, for a time, accumulated abroad. Furthermore, where foreign 
corporate earnings are reinvested abroad, they would probably not become 
subject to tax here. 

rhe third numbered paragraph of your letter inquiries as to the effect of 
foreign flag transfers upon national defense. We think that national defense 
is best served by an adequate and active American-flag fleet. But where eco 
nomic conditions are such that we do not have an adequate active fleet, then 
it would appear that the interests of naitonal defense are best served by the 
existence of ships in operation that are owned by American citizels, even though 
they may be registered under foreign flag. The fact of American ownership 
and the physical presence of the vessel at the outbreak of hostilities seems more 
important than the country of registry. 

Similarly, a loyal American citizen crew would seem better calculated to 
serve the interests of defense than foreign crews. But in wartime the United 
States has fortunately been able to supplement crew shortages by employing 
foreigners and, so far as we know, the wartime efficiency of the British mer- 
chant marine has not been adversely affected by the employment of alien sea 
men. In a war in which ideological considerations may be important, great 
care will be necessary in the selection both of citizen and alien seamen. 

The answers to the questions raised by the fourth numbered question in your 
letter seem obvious. The effect upon American-flag owners, whether subsidized 
or unsubsidized, of an American-owned, foreign-flag ship is the same as that of 
a foreign-owned, foreign-flag ship when both are manned by foreign crews. 

We think it is impossible accurately to measure in dollars and cents the effect 
upon the Treasury of the operation of American-owned, foreign-flag ships. But 
viewing the problem broadly, we think that the interests of the Treasury parallel 
the public interest and that the public interest is best served by the existence 
of a privately owned fleet, manned by citizen crews and operated in an economic 
environment in which a fair profit is a reasonable expectation. 

We believe that any attempt to extend American jurisdiction in an effort to 
tax the earnings of American-controlled foreign shipping enterprises would not 
assist American shipping. Nor do we think American shipping and American 
shipbuilding can be stimulated or encouraged through extending tax privileges 
to foreign shipping earnings. On the contrary, we think that such concessions 
as are to be offered should be made available only to owners of American-flag 
vessels. 

We do not think that in peacetime the United States can restrict the invest- 
ment of American capital to American-flag ships, as suggested in the fifth num- 
bered paragraph of your letter, nor do we think there is any way in which the 
United States can require that a foreign-flag ship, even though it represents 
invested American capital, must be manned by an American crew. 

The sixth numbered paragraph of your letter seeks our overall views on the 
question of American-owned ships under foreign registry. We think that the 
public interest is best served by American operation of American-flag ships. 
But we must be realistic. Unless the economic environment for such operation 
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is suitable, then our public interest requires the next best alternative, which seems 
to be the existence of American-owned foreign ships that would be available 
for our military requirements in an emergency. 
Very truly yours, 
JEORGE W. MorGan, President. 


Norr.—Tables referred to not enclosed herewith. 

Mr. Morcan. I would also appreciate it if our 1952 study on this 
matter were inserted in the record. 

Senator Burier. It will be so ordered. 

(Shipping Survey, January 1952, is as follows :) 


SHIPPING SURVEY 
[Vol. 8, No. 1, January 1952] 
(Association of American Ship Owners, New York, N. Y.) 
FOREIGN TRANSFERS OF AMERICAN SHIPS 


A few weeks ago the United States Government filed a libel action against the 
United States-flag T-2 tanker Meacham, then tied up at Norfolk, Va. The Gov- 
ernment asked the court to declare the $2 million ship forfeited on grounds its 
ownership had been transferred to noncitizens without approval of the Federal 
Maritime Board as required by law. 

The tanker was one of a group purchased from the old Maritime Commission 
in late 1947 by American Overseas Tanker Corp., whose transactions were in- 
vestigated early this year by the Senate Expenditures Committee. Title to the 
Meacham was vested in National Tanker Corp., a wholly owned subsidiary of 
American Overseas Tanker Corp. The Government's allegation is that in 1948, 
long before the present emergency, all the stock in National Tanker Corp. was 
transferred to United Tanker Corp.; that the latter company is controlled by 
Chinese who are not citizens of the United States; and that since prior approval 
of the transfer by the Maritime Commission was not obtained as required by 
section 9 of the Shipping Act of 1916, the vessel is forfeited to the United States. 

It is understood that arrangements were subsequently made for the sale of 
the Meacham to a buyer whose American citizenship is beyond question and that 
the proceeds of the sale are being held in escrow pending the outcome of the 
libel proceeding. 

The court action to confiscate the Meacham served to focus attention of the 
maritime industry once again on the cloud that is cast on the title of every 
American-flag vessel by reason of the special restrictions in the law on sale of 
such vessels to noncitizen buyers, restrictions not applicable to any other type 
of property. 


SECTION 9 OF THE SHIPPING ACT OF 1916 


The pertinent provision of section 9 of the 1916 act reads as follows: 

“Except as provided in section 611 of the Merchant Marine Act, 1936, as 
amended, it shall be unlawful, without the approval of the United States Mari- 
time Commission, to sell, mortgage, lease, charter, deliver, or in any manner 
transfer, or agree to sell, mortgage, lease, charter, deliver, or in any manner 
transfer, to any person not a citizen of the United States, or transfer or place 
under foreign registry or flag, any vessel or any interest therein owned in whole 
or in part by a citizen of the United States and documented under the laws of 
the United States or the last documentation of which was under the laws of 
the United States.” 

Penalty for violation of this paragraph is forfeiture of the vessel involved 
to the United States plus a fine up to $5,000 or imprisonment for not more than 
» years, or both. Section 2 of the act contains explicit definitions of citizen 
and noncitizen corporations, excluding from citizenship any corporation in 
which noncitizens exercise control either directly or indirectly. Section 611 
of the 1936 act, only exception to the sweeping restriction in section 9, permits 
vessel owners receiving an operating differential subsidy to sell their ships 
foreign if the United States Government defaults on the subsidy contract. 
it has never been invoked. 

The restrictions in the original Shipping Act of 1916 on foreign transfers 
of vessels were by no means as sweeping as they are at the present time. As 
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first enacted, the paragraph was restricted in its application to times when the 
United States was at war or during a national emergency proclaimed by the 


President It also contained a provision requiring that any vessel proposed 
to be sold abroad be tendered first to the Shipping Board at the price in good 
faith offered by others, or at a price agreed upon or determined by three 


ppraisers. The sections relating to valuation in such cases were repealed by 
he Merchant Marine Act of 1920 
Phe 1916 act was rewritten by Congress in 1918. Only restriction retained 
the law at that time was that such vessels, before being transferred to foreign 


regist must first be tendered to the Shipping Board on the same terms speci 
fied in the 1916 act However, another revision of section 9 in 1920 eliminated 
his protection of private property rights and left the paragraph requiring 
Board approval of foreign sales of United States-flag vessels substantially in 
ts present sweeping form 

It should be emphasized that section 9 is applicable in times of peace and 
n naley Another section of the 1916 act, section 37, applies in periods when 
the United States is at war or a national emergency has been proclaimed. 
It is more sweeping, requiring Board approval of any sale, lease, charter or 


transfer foreign, not only of any vessel currently documented under United 
States laws, but also of any ship being built in United States shipyards. Sec- 
tion 37 became operative when the President declared a national emergency 
on December 16, 1950. 

The decision in the Meacham case may throw light on the situation that could 
easily arise if an American shipowner were to die intestate and if his only 
heirs-at-law were British or nationals of some other foreign country. It could 
also resolve serious questions as to the constitutionality of the restrictions in 
section 9 If the right to dispose freely of one’s own property in peacetime is 
in itself a property right, then why is the owner thereof not entitled to just 
compensation when the Government takes that right from him? Furthermore, 
section 9 contains no standards for the guidance of the Maritime Administration 
in determining whether to approve or deny an application for permission to 
transfer a ship to foreign ownership. In the absence of such standards, does 
the section improperly delegate legislative power to the executive branch of 
the Government? 

This latter question may have added significance because of the provisions 
of section 41 of the 1916 act which purports to authorize the Maritime Admin- 
istration to prescribe conditions upon its approval of a transfer under section 
9, Violations of such conditions are made misdemeanors, punishable by fines 
up to $5,000 or imprisonment up to 5 years, or both, Thus, there seems to be 
a question whether Congress has not purported to delegate to the Maritime 
Administration the power to legislate in the field of crimes. 

The legal problems that are inherent in section 9 were very well summarized 
by Admiral Land when he was Chairman of the old Maritime Commission. In 
1941 he said in a memorandum to the House Merchant Marine Committee: 

“In administering the section (sec. 9 of the 1916 Shipping Act), the Maritime 
Commission has borne in mind that the extremely broad power granted to it obvi- 
ously should be applied judiciously and with great care, in a manner harmonious 
with other statutes and constitutional guaranties affecting property rights, and 
that its arbitrary exercise not only would be wholly inconsistent with American 
principles of respect for rights in the ownership of private property, materially 
decreasing the value of vessels to their owners, but would tend to defeat the 
interests of the United States by discouraging private investment in vessels re- 
quired for the national defense.” 

In that passage from his memorandum Admiral Land pointed to an important 
economic fact of life, namely, that if private capital is to be induced to invest in 
private industry, such investment should not be discouraged by restrictive meas- 
ures. But it also contains a further thought that deserves very serious consid 
eration—the suggestion that so bread a power has been granted by the Congress 
that the protection of constitutional guaranties lies only in the manner of its 
administration That seems to describe government by men rather than gov 
ernment by law. 


S. 1704 PROPOSES MORE DRASTIC RESTRICTIONS ON FOREIGN SALES 


A bill now pending in the House Committee on Merchant Marine, already 
passed by the Senate, would make the restrictions on foreign transfers of United 
States vessels in section 9 so much more drastic than its enactment virtually 
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would prohibit any further transfers. The bill, S. 1704, is sponsored by Senators 
Magnuson, Democrat, Washington, and O’Conor, Democrat, Maryland, both 
members of the Maritime Subcommittee of the Senate Committee on Interstate 
and Foreign Commerce. 

S. 1704 would amend section 9 so as to prohibit the Secretary of Commerce 
from approving foreign sale or transfer of any United States vessel unless (1) 
the Secretary of Defense certified the vessel was not needed for defense; (2) the 


Secretary of State certified the transfer would further United States foreign 





policy; and (3) the Federal Maritime Board determined and certified to the 
Secre f Commerce that (a) such vessel is not needed for an adequate I nited 
State chant marine, (b) such vessel would not compete with American-flag 
vessels after its transft and (c) the maritime laws governing manning scales, 
ere iecommodations and safety of the natior f transfer are in accordance with 


the highest international standards prevailing 


Since United States manni crew accommodation and safety standards are 
the hig t prevailing in the world, and since it can be argued with some reason 
that any foreign-flag vessel competes, indirectly at least, with the United States 


erchant marine, the effect of S. 1704 if enacted would be virtually to prohibit 
iny foreign transfer of American ships 

Maritime labor unions, whose activities in pushing wages of American seamen 
far above those of other maritime nations have generated much of the pressure 


for foreign transfers, have been agitating against such transfers for several 


“ * 
years heir pressure reached a peak in late 1949 and early 1950 when the 
recession in shipping resulted in many United States vessels being idle and many 
( en unemployed It was during this period, in February 1950, that the Senate 
\Ia me Subcommittee headed by Senator Magnuson, held several days of hear 


on foreign transfers of American ships 

Maritime union leaders at these hearings strongly urged that foreign transfers 
be virtually prohibited Executive departments, both the Navy Department and 
the Maritime Commission, argued that flexibility in administration of transfers 

is essential and opposed any more restrictive language than now appears in 
section 9 

As a result of these general hearings, Senator Magnuson on June 26, 1950, 
ntroduced S. 3823, which is identical with S. 1704 in the 82d Congress. The 
Magnuson subcommittee held a 1-day hearing on S. 3823 on July 18, 1950. The 
shipping industry opposed the bill, as did the Navy Department and the Maritime 
Administration. Maritime labor unions indorsed the bill and urged its enact- 

ent and the Comptroller General submitted a statement analyzing the bill but 
making no recommendation on it. 

No action was taken on 8. 3823 in the Slst Congress. Senators Magnuson and 
Connor reintroduced the bill S. 1704 in the 82d Congress on June 19, 1951. 
[wo days later, without hearings or amendment, it was reported favorably by 
the Senate Committee on Interstate and Foreign Commerce. On July 23, 1951, 
S. 1704 was passed unanimously by the Senate on the call of the Consent Calendar. 
In his brief explanation of the bill at that time Senator Magnuson dwelt almost 
entirely on transfers of American ships to Panamanian registry and it is doubtful 





f many Senators understood the full import of the measure There had been 
about that time considerable criticism of the fact that ships flying the Panamian 
flag had been carrying cargoes to Red China, although evidence was completely 


acking that any such ships were owned by American citizens 

In the House 8S. 1704 was referred to the Committee on Merchant Marine and 
Fisheries, where it is now pending. Committee Chairman Edward J. Hart has 
assured industry groups that hearings will be held before any action on the bill 
considered by his committee 
Although no hearings have been held as yet on S. 1704, it is clear from the 


S predecessor, S. 38825 in the Sist Congress, that the sole 


Senate hearings on 
demand for such drastic restrictions on foreign transfers comes from the mari 
ime labor unions. The industry opposed the bill as an unjustified interference 
with private property rights which in the long run would injure rather than 
ited States merchant marine Both the Defense and Commerce De 


oO opposed the measure, their position being that both the fact that 





sS constitute a severe interference with property rights and the fact 
that defense and foreigi policy needs are constantly changing require that a 
great deal of administrative flexibility be allowed in anv statutory restrictions 
hh 
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ADMINISTRATION OF SECTION 9 RESTRICTIONS 


Policies followed in the administration of section 9 have varied a great deal 
over the years. They have tended, on the whole, to become more restrictive in 
recent years, due partly to the increasing importance of foreign policy considera- 
tions in determining whether to approve transfers. The steadily mounting oppo- 
sition of maritime labor unions to approval of foreign tranfers also has been a 
factor in bringing about more restrictive policies, because of the political influ- 
ence now exerted by organized labor. 

In general, a very liberal policy in approving transfers was followed during 
the period between World Wars I and II, the position being that constitutional 
due process required a narrow exercise of the sweeping discretion granted in 
the statute. Transfer applications generally were approved unless there was a 
positive finding that retention of the vessel under United States registry was 
essential either to the national defense or to maintenance of an adequate United 
States merchant marine. 

Union opposition to foreign transfers began to exert effective pressure in the 
late 1930’s and has increased steadily since then. At about the same time, 
foreign policy considerations began to play an important role in the administra- 
tion of section 9. Because the Neutrality Act forbade United States ships 
sailing to belligerent ports, the administration deliberately encouraged the trans- 
fer of a number of American ships to Panamanian or Honduran registry in 1940 
and 1941 so they could carry munitions cargoes to France and Britain, Foreign 
policy aims have been a major factor in administration of section 9 ever since. 
During the last war the Government transferred vessels under lend-lease to 
foreign governments, including Russia, and after it was over the Government 
itself sold nearly 1,000 vessels to foreigners in order to help our erstwhile allies 
rehabilitate their merchant fleets. 

Table I shows the total number of ships and the gross tonnage approved for 
foreign transfer (exclusive of lend-lease) from October 26, 1939, through June 
30, 1951. It is immediately apparent from table I that the Government itself 
has been responsible for the great bulk of foreign transfers. Over two-thirds 
of the ships and nearly three-fourths of the tonnage approved for foreign trans- 
fer was sold foreign by the Government itself. The bulk of the Government 
sales to foreigners, of course, Were made under the Ship Sales Act of 1946, in 
which Congress deliberately authorized such sales. 

However, table I does not tell the full story. The vessels sold foreign by the 
Government were bigger than the privately owned vessels approved for trans- 
fer. The Government-owned ships averaged 6,077 gross tons each, while the 
privately owned dry cargo vessels approved for transfer averaged only 4,365 
tons and the tankers, 6,248 gross tons each. Also, the Government-owned vessels 
sold foreign were in the main war-built ships and much younger and faster 
than the privately owned ships approved for transfer. Table VIII-C in the final 
report of the Senate Maritime Subcommittee in 1950 shows that Government- 
owned vessels approved for foreign transfer in 1949 averaged only 5.8 years 
old, while privately owned ships approved for transfer that year averaged 21.3 
years old. 

Transfers of privately owned vessels over 1,000 gross tons approved have 
varied greatly from year to year, reaching a peak of 136 in fiscal 1947 and 
dropping off to 50 in fiscal 1949, 25 in 1950 and 37 in fiscal 1951. 

No statistics are kept on the applications for approval of transfers which are 
denied by the FMB. The 1949 and 1950 fiscal year reports of the Maritime 
Commission mention that 10 and 13 applications were denied in those years, or 
considerably less than were approved. Fact that the FMB is known to be 
reluctant to approve transfers and has developed a habit of attaching conditions 
to approvals when granted, plus the long delays often encountered, probably cuts 
down the number of applications received. By far the largest proportion of 
transfer approval applications, of course, involve smaller vessels—pleasure 
yachts, tugs and fishing boats, nearly all of which are approved, but with which 
this study is not concerned. 


CONDITIONS ATTACHED TO TRANSFER APPROVALS 


The old Maritime Commission developed the practice before World War II 
of attaching conditions to its approval of foreign transfer of larger vessels. The 
practice has grown and the conditions have become more onerous with passing 
years. At first the Commission was satisfied if it were given 


assurances the 
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vessel] would be available to the United States in case of war after its transfer. 
In some cases it insisted the vessel remain subject to requisition by the 
Government. 

A vessel replacement program also is a common condition attached to ap 
proval of foreign transfer, and is now formal policy insofar as vessels under 17 
years old are concerned. The Administrator also is directed in some instances 
to obtain assurances that the vessel transferred will not be operated in any 
trade competitive with United States flag ships 


TaBLe I.—Forcign transfers of ships over 1,000 gross tons approved by U. 8, 
Varitime Commission and FMB from Oct, 26, 1989, through June 30, 1951 


Number of Percent of Pereent of 
: il Gross tor i 

essels ania total tons 

rove en yw x7 Os 9 } OS 4.1 
Privately owned 738 31.7 55, 849 26. 9 
otal 2, 325 oo. 0 13, 200, 934 100.0 

I t W i 

lankers 178 ( 1.111. 372 g 4 

Dry cargo 560 2A. | 2, 444, 477 is 

Source S. Maritime Commission and FMB report 


In 1948-49 the old Maritime Commission added a new wrinkle to the con- 
ditions attached to approval by requiring the owner selling a vessel foreign to 
pay the Commission the amount of profit realized on the sale. This policy was 
developed in the course of a year and a half of consideration of the application 
of Seatrade Corp. to sell to Danish buyers three ex-German vessels which it had 
bought from the Commission after the ships had been turned over to the United 
States as reparations. 

After long negotiations, the Commission finally approved the foreign transfer 
of the 3 vessels, but only on condition that Seatrade pay to the Commission 
$450,000, its total profit on the sale as calculated by the Commission (Seatrade 
contended it was much less), and contract to purchase 3 Libertys for op- 
eration under the United States flag. The CIO Maritime Committee, in a state- 
ment submitted to the Magnuson subcommittee on S. 3823 in 1950, strongly 
condemned the Commission’s policy in this case. 

“The Commission then required that the company pay the statutory sales 
price for the three Liberty vessels,’ the CIO Committee said. “This price was 
about $150,000 to $200,000 more per Liberty vessel than the market price. The 
Commission also required a down payment of $408,000 for the 3 Libertys. The 
Commission then seeing that they had effectively bankrupted the company, de 
cided they must raise an additional $400,000 to be permitted to operate the 
Libertys 

“It is obvious that the Commission was responsible for backing this company 
‘against the wall.” 

The 11 German reparation ships all turned out to be unsuitable for American 
operation and the Commission has considered applications for foreign transfer 
of most of them. In every case it has conditioned its approval on the payment 
of all profits on the sale (as calculated by the Maritime Administration) inte 
the United States Treasury. In fact, the Maritime Administration recently re- 
quired payment of $7,500 as a condition of approval of Danish sale of one of 
these ex-German ships where the sale actually involved a substantial loss. This 
payment was made under protest and the Maritime Administration’s authority 
to require such payments may be tested in the courts, 

There is no language in the 1916 act authorizing the Government to charge a 
fee for approval of foreign transfers and so far there has been no court test of 
its authority in this respect. 

In determining to recapture any profits resulting from foreign sale of the ex 
German ships, the Commission based its position on the fact that if it had of 
fered the vessels for sale with no restrictions as to flag of operation in the be- 
ginning, it would have obtained a much higher price for them. This same con- 
sideration of course has considerable weight with the shipowner who wishes 
to sell his vessel. But oddly enough the Government seems to believe that it 
should have the benefits of the world market but that the private owner should 
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not rhe ¢ ission did in fact receive a bid for 7 of the ships for Danish-flag 
perat which was $1,517,267 above the aggregate price received for them 





Seer of Commerce Sawyer, in a letter to the Maritime Administrator 
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rhese stringent conditions to approval of foreign transfers make it apparent 
why relatively few applications are being made currently. Briefly, the applicant 
must be ready to show (1) that his vessel is not needed for United States 
defense or commerce, (2) that it will not compete with United States-flag 
vessels after its transfer, (3) that its transfer will no contravene United States 
reign policy, and (4) in the case of vessels under 17 years old, that an adequate 
replacement vessel will be documented under United States laws. 
I te States foreign policy, insofar as it affects ship transfers, has been 


extrel y iriable. During the war, the Government itself transferred nearly 





LOO ve to Russia under lend-lease, but such transfers today clearly would 
( ur foreign polic) Transfers to Panamainian registry were en- 
couraged by the Government in 1940-41, but are frowned upon today. 
In nor times the foreign market for ships, especially older vessels, usually 
LOO 200 percent higher than the market for United States-flag operation, 
e to the much lower operating costs under foreign flags. In view of that 
t, it is obvious that the severe restrictions on foreign transfers tend to dis- 
courage investment of capital in ships for United States-flag operation unless 
ffset b beral construction and operating subsidies. 
WHY SHIPS ARE TRANSFERRED FOREIGN 
I f d sl hat it is the older ships that private American owners wish 








t o1 insfer to f ign registry, and unless they are permitted to do so, they 

re ! able to liquidate in full and thus make available for reinvestment in 
newer vessels, the capital represented by the old ones. The much higher operat 

ts under the United States flag are particularly burdensome when applied 

* and less economic ships In the case of newer vessels, the question of 

high American operating costs may weigh heavily in a determination whether to 

t initially in foreign or United States tonnage. But once that decision 
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has been reached, it is generally true that the foreign transfer question only 
arises when the owners wish to realize as much as they can on an old ship 
so they can reinvest in a more suitable one. 

Other factors sometimes cited as underlying the foreign transfer problem are: 
That United States safety standards and requirements for crew accommodations 
and subsistence are much higher than those of any other maritime nation; that 
higher construction costs make the original cost of a vessel built in American 
yards about twice the cost of a comparable vessel built abroad; that American 
ships must have all except emergency repairs done in American yards, at twice 
the cost abroad, or pay a 50-percent duty on them; and that therefore the United 
States flag operator’s insurance, depreciation, and crew subsistence cost con 
siderably more than those of a foreign flag operator. These are all factors, 
however, that are more likely to divert original investment to foreign flag 
than to influence transfers of existing ships. 

But the importance of the disparity in operating costs due to wages cannot 
be minimized. Joseph Curran, president of NMU-CIO, presented the facts on 
wage differentials between American ships and those of seven foreign flags on 
a typical voyage in the North Atlantic coal trade in 1949 in his testimony before 
the Magnuson subcommittee in February 1950. The figures he presented 
are reproduced in table II. They show the foreigners’ wage costs per voyage 
to be only one-fifth to one-third of the American’s. 

In other words, the American operator’s wage bill for the voyage is $24,201, 
while his foreign-flag competitors pay only $5,263 to $8,190 each. In periods of 
international crisis or war, when shipping is tight and rates high, the American 
owner can compete and make a profit. But in anything like normal times when 
the competition for cargo forces rates downward, it is clear that the American 
owner is at a terrific disadvantage. His foreign competitors have a cushion of 
from $16,000 to $18,000 in lower wage costs per voyage before their profits are 
affected by lower rates and smaller cargoes, where the American owner has no 
cushion at all. The disparity probably is even greater today, since American 
seamen have received two substantial wage boosts since 1949. 

Table II makes it apparent that the American owner, particularly of an 
older and less efficient vessel, will be forced out of business long before his 
foreign competitor, unless of course the American owner is receiving a subsidy 
to make up the difference. But overage ships are not eligible for subsidies and 
in their case the owner's only alternatives when operating losses mount are to 
tie up his ship at a continual loss, sell it foreign or sell it in the United States 
for scrap, since obviously no one could afford to buy it for continued operation 
under the United States flag at a loss. 

There has been some contention in the past year that tax advantages of 
operation under foreign flags, particularly that of Panama, as well as less 
stringent safety regulations under foreign flags, were an important factor in 
some transfers. Perhaps the tax situation has figured in some transfers, but 
both taxes and regulations have been very minor factors in influencing foreign 
transfers as compared to the desire to replace old tonnage with more efficient 
ships. 


ECONOMIC EFFECT OF RESTRICTION ILLUSTRATED 


An example of the economic effect of the foreign-flag transfer restriction on a 
private shipowner may be of interest. The story is told in the testimony of 
Admiral E. L. Cochrane, Maritime Administrator, before the Senate Appropria- 
tions Committee during hearings on the supplemental appropriations bill for 
1952, H. R. 5215. It involves the passenger liners MVariposa and Monterey. For 
some years those ships have been idle because it is uneconomical on the basis of 
today’s costs to fit them for operation under the American flag. Admiral 
Cochrane conceded the obvious fact that the company is losing money on the 
ships because, as he testified, it has to pay wharfage for them, to carry insurance 
and to employ a crew of men to look out for them, Senator Saltonstall estimated 
that the maintenance expense exceeds a million dollars annually and this figure 
was not disputed by Admiral Cochrane. 

Under these circumstances the owner obviously wants to dispose of the 
vessels and eliminate the expense of maintaining them. Admiral Cochrane 
said that “the company has asked us whether we will permit them to sell the 
ships to foreigners, which we do not approve.” He said that the Navy has an 
interest in the ships because they are adaptable as troopers, and that the Navy 
has urged the Maritime Administration to purchase them. Admiral Cochrane 
explained, however, that the Navy has not seen fit to make the necessary funds 
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available and that the Maritime Administration has been unwilling to commit 
its own funds for this purpose. So far the owner is left holding the bag for the 
Government which wants the ships but does not want them badly enough to 
buy them 


Taste Il Comparison of wage costs on United States and foreign flag vessels 
on voyage in the coal trade, United States to France, in 1949 


Percent of Amount 
¥ Wave cost foreign to United States 
per ge United States costs exceed 

cost foreign 
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Perhaps the entire situation is best summarized in the following colloquy 
that took place between Senator Cordon and Admiral Cochrane: 

\dmiral CocHRANE, * * * T personally believe we owe the company some- 
thing, but that is a moral obligation. rather than a legal one. 

Senator Corpon. Assuming you do not owe them: make the worst set of 
assumptions you can possibly make against the company, the fact still remains 
that they are losing money at this time, keeping a couple of partially finished 
vessels in status quo. The Government of the United States will not take 
them. The Administrator of the Maritime Administration believes it should 
take em but does not take them. The Navy says it has the Korean situation 
inder control and it does not need them now for transports, but it would 
like to have them some time if there is full mobilization, but is unwilling 
to vet them and pay them Now, under those circumstances, the company 
ought to have the right to dispose of them anywhere that it has a market. If 
the Government of the United States is not interested, all right; that ends that. 
If there is any foreign purchaser that will take what the Government of the 
United States will not take and it will minimize the damage to the owner, then 
they should be permitted to do that 

If they cannot find that sale, then they should be permitted to take an 
acetylene welding torch and cut them up for scrap. We should get something 
out of them in place of letting them stay there and slowly disintegrate with 
time while the company goes broke getting nothing for additional dollars in 
eX pense 

Admiral Cocuranrk. I think that summarizes the situation very well. 

Senator Corpon. Now, what are you going to do?” 

The Senate Hearing was held September 17, 1951, and to date it appears 
that nothing has been done At least the owner still has the ships and the 
expense continues. 

Where the overall public interest requires that a particular ship be retained 
under American registry when its owner has an opportunity to sell it abroad 
on favorable terms, it seems only fair and reasonable that the Government should 
buy it and pay a fair price. It seems most unfair and unreasonable for the 
consequences of the Government’s economic, foreign or military poliey to be 
placed on the shoulders of an individual property owner. 


CONCLUSIONS 


No one reasonably can object to the Government rigidly controlling United 
States flag vessels and their transfer during periods of war or national emer- 
gency. Such control is authorized by section 37 of the 1916 Act for shipping, 
and all other property essential to defense is subject to similar restrictions on its 
sale abroad today under export control. But the section 9 restrictions on the 
vessel owner's right to dispose of his property in peacetime are not applicable 
to any other type of commercial property and appear inconsistent with our 
system of private enterprise and free markets 
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The Government policy on foreign ship sales is contradictory. In the past 
12 years, the Government itself has sold to foreign buyers nearly three times 
us much tonnage as private owners have transferred to foreign registry, and 
the ships sold by the Government have been younger, bigger and faster vessels. 
In view of its own performance, it appears a little inconsistent for the same 
Government now to impose such onerous conditions on private ship owners 


seeking to do what the Government itself has done, only on a much greater 
scale. 


One of the prime objectives of Government maritime policy is to encourage 
a privately-owned and operated merchant marine adequate to our defense and 
commerce, Yet the restrictions on the property rights of those who invest 
their capital in American-flag ships, as we have shown, definitely tend to dis- 
courage such investment. This inconsitency in policy is increased by the 
present stringent administration of section 9, and it would be made much 
worse if the virtual prohibition of foreign transfers proposed in S. 1704 became 
law. 

It appears inevitable if the trend toward more stringent restriction on the 
property rights of American ship owners continues, along with the other factors 
disadvantageous to United States flag ship operatio n, that the eventual result 
will be to promote obsolescence of American tonnage by discouraging the release 
of capital invested in old ships for reinvestment in more modern ones. Restric- 
tions that apply to American vessels seem calculated to induce new American 
capital to invest in foreign ships instead of in American ones. 

If the pressures on and needs of the Government are such that the logical 
solution of repealing section 9 completely is politically impossible, the least 
the Government should do is offer to buy American ships which it does not 
want transferred to foreign registry at the best offer received for them by their 
private owners. That at least would lessen the present statutory deterrent to 
the investment of private capital in ships, and remove the contradiction in policy 
now inherent in the law. 

Mr. Morcan. The problem that lies at the heart of the controversy 
over transferring American ships to foreign registry is an economic 
one. Simply stated, it is that American ships with wage costs 4 or 5 
times those on foreign ships just cannot compete. 

The problem has been solved for the subsidized companies who 
receive operating-differential subsidy payments to put them on a 
basis of equality with foreign competition. As of December 31, 
1953, these companies operated 264 privately owned dry-cargo and 
passenger vessels. It seems clear that this number is far too small 
to satisfy our national maritime requirements. 

Other American ships that do not have Government aid are in 
an entirely different situation, and none of the members of the group 
that I represent have subsidy aid. 

Senator Smaruers. Did you say none of them? 

Mr. Morean. None of them. 

Today available shipping space exceeds cargo requirements by a 
substantial amount. In other words, the shipping market is over- 
tonnaged. Whenever that situation exists, the first hurt is the unsub- 
sidized segment of the American Merchant Marine with costs 4 or 5 
times as great as foreign ships. An overtonnaged market drives 
unsubsidized ships into lay-up and today many American ships are 
idle. Economic forces have driven. these ships out of business and 
their owners have been deprived of the earning power they represent. 
As a result, these ships now provide no jobs for their crews and they 
incur only expense for their owners. 

There seem to be two possible solutions to the problem that exists. 
And there is a compromise approach that I am encouraged to believe 
may be acceptable to the maritime unions that are urging further 
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restrictions against foreign-flacw transfers, and Mr. Haddock spoke 
of i. 

The first possible solution is a broadening of the subsidy program 
so that an adequate number of suitable American ships can partic Ipate 
in it. If more ships were made competitive in this manner, there is 
no doubt in my mind that the economic pressure for flag transfers 
would be relieved and that jobs for American seamen would be re- 
stored. That possibility should certainly be fully and carefully 
explored before serious consideration is given to proposals to impose 
further restrictions against foreien tri ansfers. 

The second possib le solution is the reverse of the first. If it is not 
worthwhile to make American ships competitive through Gheade aid, 
then they should be made competitive by giving them the opportunity 
to take advantage of competitive operating conditions. In other 
words, there should be no restriction at all, in peacetime, on their 
transfer to foreign flag. 

Senator SMATHERs. eset make sense for us to broaden the subsidy 
to include more sh pe and at the same time to not stop this practice 
of foreion transfer, because if we do not do it are we not required to 
provide a greater subsidy and at the same time increase our own 
competition, which seems to me to be not a very wise thing to do. 

Mr. Morcan. LT am not recommending the two approaches simul- 


taneously. If you broaden the subsidy base to include more owners 
and more iu, We I assume it is entirely appropriate to tie conditions to 
that that » broad within the subsidy program suc h as the conditions 


that preset it]3 exist as to those that are subsidized and they cannot 
transfer foreign so long as the Government operates the subsidy 
program. 

Senator Smaruers. Senator Magnuson said there was overtonnage 
and it would seem to me that there is going to be a requirement of 
the Government to start subsidizing more ships, and at the same time 
to permit other ships to get eee foreign market to compete against 
us and always requiring greater subsidy on the part of the Govern- 
ment. It is like beating yourself over the head with a hammer. Is 
that not a fact? If you are going to subsidize, would you not have 
to cut off the other end? Will you not say “We will subsidize but 
will not help you subsidize the competition” ¢ 

Ir. Morgan. When ships are transferred fore ion there are2e ffects: 
1 is that for the present it does increase competition but you get your 
older ae out on the market and there is a tendency to slow up for- 
eign building programs where the ships that are being built are 
better than the war-built ships. 

Senator Burirr. Aren’t you transferring foreign when we give for- 
eign aid to other countries for the purpose of building ships abroad ? 

Mr. Morcan. Yes, sir. 

Senator Burier. That is a part of the basic policy of the Govern- 
ment to do that. 

Mr. Morcan. That is right. 

Senator Smaruers. And last year you and I agreed that that was 
a very unwise thing to do. 

Senator Butter. That is right. 

Senator Smaruers. You agreed that this transfer foreign does in- 
crease competition and does make it more difficult for the American 
flags to operate. 
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Mr. Morcan. It does not necessarily. If you have got a large pro- 
portion of world trade directed into American ships by the Govern- 
ment, as has been the case since the war, it makes it somewhat easier 
for those that remain under the American flag. It strengthens them. 

Senator Smatruers. Every time we let a ship go under a foreign 
registry it does increase the competition, does it not, for those ships 
that remain in American flag service ? 

Mr. Morcan. And it does increase the competition for business that 
we do not get anyway. 

Senator Smaruers. That is not your contention, that foreign flag 
ships get only that business which American ships would not want 
anyway ¢ 

Mr. Morean. No. 

Senator Magnuson. But when you transfer one to foreign you 
say it might go into a trade that we would not get anyway. But that 
relieves another ship that probably comes into our stuff that we can 
ret. 

Mr. Morean. That is right. 

Transfers to foreign registry of ships that are uneconomic under 
the American flag would have at tendency to strengthen the ones that 
would remain under registry here. Activity in the world market of 
transferred vessels would at least tend to discourage construction 
abroad of vessels that are newer and more modern than those that 
exist in our merchant marine. 

Senator Burier. And by a like token when we give them money 
or aid for the purpose of building a dam or reservoir that releases 
money they would have put into ships, so it is all part of the same 
thing. 

Senator Magnuson. I hate to leave, Mr. Chairman, but I have an 
appointment at 5 o'clock. 

Mr. Morcan. I hate to see Senator Magnuson leave because I know 
of his interest in this matter. 

Before discussing the possible compromise that I suggested above, 
there are some general considerations with respect to the present 
law that I should like to bring to your attention. 

Personal interests are of course subordinate to the national interest 
in time of war and the soundness of the requirement that approval 
of a foreign-flag transfer be obtained in a period of emergency can- 
not be questioned. But it does seem unreasonable that the unsub- 
sidized owner in peacetime should have to seek Government approval 
before he can sell his own property in a foreign market, which will 
generally be the one in which he can get the best price and may well 
be the only market available. It seems that some people want to 
make it even more difficult than it is at present for an owner to exer- 
cise one of the customary rights incident to the ownership of property 
in common law jurisdictions, which is the right to dispose of it in 
the best available market. The restrictions contained in section 9 
of the Shipping Act of 1916 are, I think, more severe than those pro- 
visions of law that limit the rights of Americans to export or sell 
other types of property in foreign markets. And I make reference 
to the Neutrality Act and the Export Control Act of 1949. 

For example, the Export Control Act of 1949, which was designed 
to reduce the inflationary effect of foreign demand upon our supplies 
when we were faced with shortages in important commodities, is 
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simply emergency legislation that is temporary in character and that 
will expire according to its own terms on June 30, 1956. Section 9 
of the Shipping Act, on the other hand, is permanent legislation. 

Another example is the Neutrality Act, which requires licenses for 
the export of arms, ammunition or implements of war. But licenses 
must be issued unless the exports would violate the Neutrality Act 
or a treaty to which the United States is a party. Under that statute 
merchant vessels were not listed as implements of war and no licenses 
have been required for their exportation. 

In its administration of section 9, the Maritime Commission seemed 
to be aware of the apparent conflict between the provisions of the 
section and our fundamental concept of peacetime property rights, 
and I think Mr. Rothschild, this afternoon, was also aware of the 
same principle. 

In 1941, Admiral Land, then Chairman of the Commission, in a 
memorandum to Judge Bland, chairman of the House Committee on 
the Merchant Marine and Fisheries, said in part : 

In administering the section, the Maritime Commission has borne in mind 
that the extremely broad power granted to it obviously should be applied judi- 
ciously and with great care, in a manner harmonious with other statutes and 
constitutional guaranties affecting property rights, and that its arbitrary exer- 
cise not only would be wholly inconsistent with American principles of respect 
for rights in the ownership of private property, materially decreasing the value 
of vessels to their owners, but would tend to defeat the interests of the United 
States by discouraging private investment in vessels required for the national 
defense 

In that passage from his memorandum I think Admiral Land 
pointed to one important economic fact of life—namely, that if we 
want private capital to provide a privately owned merchant marine, 
we should not discourage investment in shipping by restrictive meas- 
ures. But it also contains a thought that deserves very serious con- 
sideration—the suggestion that so broad a power has been granted by 
the Congress that the protection of constitutional guaranties lies only 
in the manner of its administration. That sounds like government 
by men rather than government by law, and I think, Mr. Chairman, 
if Mr. Rothschild’s statement and the principles which he said apply 
are compared with the principles that Secretary Sawyer said were 
applied—and they are in the study that you have permitted to be in- 
troduced in the record at the end of this statement—you will see that 
the standards prescribed are entirely different, and if they can be 
shifting they must be man-made and not defined in the law. 

This brings me to the possible compromise that I referred to above 
and that I am encouraged to think may be acceptable to the unions. 
Another, but unquoted, portion of Admiral Land’s memorandum to 
Judge Bland reminds us that when section 9 was originally enacted it 
required, as a prerequisite to a foreign transfer, only that the ship be 
first tendered to the United States at the price in good faith offered 
by others or, if there were no such offer, at a fair price to be deter- 
mined by appraisal. With such a requirement there could be no 
reasonable objection on the part of the shipowners. Nor could there 
be objection if there were submitted in lieu of appraisal of fair value 
by arbitration, a judicial determination thereof. 

There is attached to this statement a copy of section 9 as it was 
originally enacted as a part of Public Law 260, 84th Congress. Also 
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attached is a copy of section 10, which contained the appraisal provi- 
sions. In both sections the language relating particularly to the 
requirement of tender and appraisal is underlined. 

May that be placed in the record at the end of my statement, Mr. 
Chairman ? 

Senator Burier. It will be so done. 

Mr. Morcan. Economic pressures influence an American shipowner 

1 his desire to transfer a ship to foreign registry and accordingly a 
coi for the foreign transfer problem should be sought in the 
economic field. A broader subsidy program would, no doubt, be an 
effective remedy but it seems clear that no amount of restrictive legis 
lation will promote American-flag ship operation when such operation 
must be conducted at a loss. Lf losses under private American flag 
operation are inevitable and if transfer to foreign-flag is prevented, 
there is no alternative but to lay up the unprofitable vessel. Under 
such circumstances, it would seem that the interests of national defense 
would be better served through the availability of foreign-flag ships 
In actual operation than through the mere existence of American 
ships in lay up. The merchant marine needs a better economic en 
viroment instead of restrictive legisl: ation. 

(Excerpts from Public Law 260, 64th Congress (H. R. 15455) :) 


Excerpts From Pus.iic LAw 260, 64rH ConGress (H. R. 15455) 


Sec. 9. That any vessel purchased, chartered, or leased from the board may 
be registered or enrolled and licensed, or both registered and enrolled and li- 
censed, as a vessel of the United States and entitled to the benefits and privileges 
appertaining thereto: Provided, That foreign-built vessels admitted to American 
registry or enrollment and license under this Act, and vessels owned, chartered, 
or leased by any corporation in which the United States is a stockholder, and 
vessels sold, leased, or chartered to any person a citizen of the United States, as 
provided in this Act, may engage in the coastwise trade of the United States. 

Every vessel purchased, chartered, or leased from the board shall, unless 
otherwise authorized by the board, be operated only under such registry or 
enrollment and license. Such vessels while employed solely as merchant vessels 
shall be subject to all laws, regulations, and liabilities governing merchant ves- 
sels, whether the United States be interested therein as owner, in whole or in 
part, or hold any mortgage, lien, or other interest therein. No such vessel, 
without the approval of the board, shall be transferred to a foreign registry or 
flag, or sold; nor, except under regulations prescribed by the board, be chartered 
or leased. 

When the United States is at war, or during any national emergency the exist- 
ence of which is declared by proclamation of the President, no vessel registered 
or enrolled and licensed under the laws of the United States shall, without the 
approval of the board, be sold, leased, or chartered to any person not a citizen of 
the United States, or transferred to a foreign registry or flag. No vessel reg- 
istered or enrolled and licensed under the laws of the United States, or owned 
by any person a citizen of the United States, ercept one which the ‘board is pro 
hibited from purchasing, shall be seld to any person not a citizen of the United 
States or transferred to a forcign registry or flag, unless such vessel is first ten- 
dered to the board at the price in good faith offered by others, or, if no such offer, 
at a fair price to be determined in the manner provided in section ten. 

Any vessel sold, chartered, leased, transferred, or operated in violation of this 
section shall be forfeited to the United States, and whoever violates any pro- 
vision of this section shall be guilty of a misdemeanor and subject to a fine of 
not more than $5,000 or to imprisonment of not more than five years, or both 
such fine and imprisonment. 

Sec. 10. That the President, upon giving to the person interested such reason- 
able notice in writing as in his judgment the circumstances permit, may take 
possession, absolutely or temporarily, for any naval or military purpose, of any 
vessel purchased, leased, or chartered from the board: Provided, That if, in the 
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udgment of the President, an emergency exists requiring such action he may 
take possession of any such vessel without notice 
Thereafter, upon ascertainment by agreement or otherwise, the United States 
all p the person interested the fair actual value based upon normal.condi- 


110) at the time of taking of the nterest of such person in every ve ssel taken 
shaolutel : f taken for a limited period, the fair charter value under normal 
onditions for suel period In case of disagreement as to such fair value it 
} ned by appraisers, one to h appointe dtu the hoard, one by the 
d,and a third by the tivo so appointed The finding of such ap- 

praisers shall be final and binding “po? hoth parties { Italics ours. | 


Senator Burier. Mr. Zito and Mr. Stuart, we have got to go to the 
floor. There have been two quorum calls. What we will do is to hold 
the record open. You have given very fine statements. We can in- 
corporate them in the record. 

Mr. Sruarr. Might we have just one moment. Mr. Chairman ? 

Mr. Wersrrer. Would you like to submit your statement, Mr. Zito? 

Mr. Zrro. Yes, and I would like to supplement it. 

Mr. Webster. a writing ? 


Mr. Zrro. Yes, 

Mir. Wepstrer. rei well. 

Senator BUTLER. In view of the fact that we have to leave to vo 
to the floor immediately, perhaps we could go down to the Vice Presi 
dent’s room just off the Senate floor and continue this hearing and if 
we have an op portunity to come back into the room we will do so. 


(Whereupon, at 5:08 p. m., the hearing resumed in the President’s 
room in the Ca pitol.) 
Mr. Srvarr. Is it all right to proceed now, Mr. Chairman ? 
Senator Burier. Yes. 


STATEMENT OF JAMES B. STUART, AMERICAN TRAMP 
SHIPOWNERS’ ASSOCIATION, INC. 


Mr. Sruarr. My name is James B. Stuart. Iam president of Star- 
board Shipping, Inc., which operates four American-flag vessels en- 
gaged in the so-called tramp trades. I appear today, howev ‘ver, In my 
capacity as president of the American Tr: amp Shipowner’s Associa- 
tion, which association re presents approximately 95 percent of the 
American-flag vessels engaged in the tramp trades. 

As we see it, the basic question before this subcommittee and the 
Maritime Administration is whether or not it is necessary and desir- 
able to maintain the tramp segment of our American merchant marine. 
As well over 50 percent of the total export and import dry-cargo com- 
merce of the United States today is carried on tramp vessels, we feel 

American-flag tramp fleet is vital to service our peacetime com- 
merce. As tothe value of the a IE vessel in time of war, may I point 
to the experience in World War II and the recent Korean emergency 
where the American tramp nl carried a great bulk of our total 
Government shipments. With the end of Wor rid War IT and the cessa- 
tion of hostilities in Korea, American shipping needs have been dras- 
tically curtailed. As a result of this, approximately 100 vessels of 
the American tramp fleet have been forced into lay-up because of their 
inability to compete in the worldwide market with foreign-flag ships 
which operate at one-third or less than the cost of similar vessels under 
the American flag engaged in similar service. 

Important public officials, members of our armed services, Members 
of the Senate and House of Representatives, members of industry, 
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and representatives of labor, all interested in maritime affairs, have 
all strongly urged and suggested that Government aid should be given 
to this segment of the American merchant marine. Public hearings, 
studies, and reports on this subject have been submitted. It is an 
ironic fact that in spite of all the recommendations, hearings, studies, 
and reports recommending operating subsidy aid to the American 
tramp fleet, nothing has been accomplished to date. Further pro- 
crastination can be likened to “doctors engaging in prolonged con- 
ference discussing remedies while the pat ient is on the verge of immj- 
nent death.” 

Our association appears today for the purpose of advocating the 
transfer of half of the existing tramp fleet. It is the only immediate 
solution available. We do this, however, not because of advantages 
to be obtained from that transfer as such, but because we believe that 
such transfer is necessary if the remaining half of the fleet is to be 
able to continue under American registry. Our point of view and 
objective is to preserve half of our tramp fleet for future American 
operation, rather than to permit the entire fleet to disappear from the 
seas. It is our position that unless Government subsidies are forth- 
coming immediately, such transfers offer the only hope of saving that 
half of our tramp fleet which will remain indefinitely under American 
registry. 

At the present time, over 50 percent of the import and export ton- 
nage of the United States is carried on tramp type vessels. Never- 
thelessfi almost 100 of a total of 150 American-flag tramp ships are 
now laid up for lack of profitable employment. Each of these laid-up 
tramp vessels is reducing the net worth to the American owner thereof 
by approximately $5,000 per month for each ship. Moreover, even 
the few American tramp vessels still in operation are losing sums of 
money approaching or exceeding the monthly loss on the vessels in 
lay-up. As a result, in a short period of time the American-flag 
tramp owners, who are basically the small business of the American 
shipping industry, will soon be insolvent and their ships off the seas. 

Our purpose iu appearing today is to suggest a means of preserving 
a part of the American tramp fleet with (a) no cost to the United 
States, (5) no loss of business to American seamen, and (¢) no loss 
of availability of the vessels in the event of national emergency. 

We believe that there are only two alternatives to the proposal set 
forth below: The first of these is payment of operating subsidies to the 
tramp owners. This would require amendment of the Merchant 
Marine Act of 1936 so as to include tramp ships within the coverage 
of the statute, and appropriation of the necessary fund by Congress. 
The second alternative is bankruptcy of the present independent tramp 
operators, foreclosure of their vessels bearing mortgages, and the 
scrapping of those vessels which are unincumbered. 

The basic plan advanced by the American Tramp Shipowners As- 
sociation is to authorize the transfer to friendly foreign registry 
but American ownership of approximately 50 percent of the existing 
American-flag Liberty type dry-cargo vessels engaged in the tramp 
trades. By so doing, the serious overtonnage which is resulting in 
the present tremendous financial losses to the tramp operators will 
be cured. By removing this overtonnaging, the law of supply and 
demand should permit the remaining American vessels to obtain 
cargoes at compensatory rates. To protect the Government’s inter- 
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ests, we would provide that the vessels transferred to foreign registry 
must (7) be owned by American citizens, (0) not engage in trades 
prohibited to American vessels, and (¢) not be transferred to other 
owners or other registry without the consent of the Maritime Admin- 
istration. 

The present plight of the American-flag ship is principally caused 
by its competitive cost disadvantage as compared to similar type 
vessels engaged in similar trades under foreign flag. Because of the 
high American standard of living, American wage rates are quite 
perpen higher than foreign wage rates. The monthly labor cost 
of an American iberty ship in foreign trades is approxim: ately $23,681 
a ship per month. A similar Italian vessel in competition to the 
(merican ship has labor costs of only about $4,500 per month. Labor 
costs on a similar British or Norwegian ship in the same service are 
about $5,000 per month. With this cost disadvantage, and with no 
subsidy available to equalize this cost, it is impossible for American 
ships to compete in the world market for tramp cargoes. We just 
cannot meet the rates offered by the foreign fl: ag ships. 

As there isa surplus of forei ‘ign-flag tr: amp ships, tramp cargoes in 
the free world market are never available to American tramp ships. 
Foreign-flag tramp vessels can make large profits at rates which would 
cause prompt bankruptcy to American shipowners. As a result of 
our inability to compete in the world market, American-flag tramp ves- 
sells are limited to carrying cargoes which are made available only to 
American ships. These include cargo shipped under the American 
half of the 50-50 clause of our foreign relief and rehabilitation stat- 
utes. The second trade in which American tramp vessels can be uti- 
lized are on charter to the Military Sea Transportation Service of 
the Navy. Third, a few tramp ships can from time to time be em- 
ployed in the domestic trades, as in carrying of lumber cargoes from 
the west to the east coasts. 

You will note that the inability of the American tramp ship to 
compete in the world market, and the reservation of the 50-50, MSTS, 
and domestic cargoes to American tramp ships, creates two separate 
and distinct tramp markets. The first one is reserved completely to 
foreign-flag vessels, because of the inability of American tramp ships 
to compete in it because of our high operating costs. The second 
market is restricted to the American-flag tramp because our gov- 
ernmental restrictions keep out the foreign-flag vessel. 

It will thus be seen that there is no competition between Ameri- 
can-flag tramp vessels and foreign-flag tramp vessels, as each is 
limited to its own market. Accordingly, an American-flag tramp 
vesse] transferred to foreign registry does not and cannot become 
competitive with the remaining American-flag tramp ships. On the 
contrary, this transfer is detrimental only to the foreign-flag ships 
with whic h the transferred vessels would subsequently compete. 

Moreover, no adverse competition to Americ an-flag liner vessels 
would result from the transfer of part of the American-flag tramp 
fleet to foreign registry. Cargoes of the bulk type move in tramp 
vessels because such transportation is cheaper than on liner ships. 
The only time such cargoes would move on liner vessels would be 
when liner-type ships could take parcel lots to fill excess space on a 
scheduled voyage and where the cargo is subject to shipment in such 
parcel lots. In the latter case, the liners can and do offer rates lower 
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than the tramps, because of the fact that they need only to receive 
revenue in excess of their loading, unloading, and delay time costs 
in order to profit by this carriage. Except for these parcels, bulk 
cargoes will continue to move in tramp ships because of the general 
lower cost of tramp movement. 

In the foreign market there already exists a surplus of foreign- 
flag tramp ships capable of carrying all tramp cargo which is offered, 
so that the American liner would not be hurt by the addition of 60 
more foreign-flag tramp ships. In the restricted American market, 
the liner ship is not hurt because liner operators have preference on 
MSTS cargo and the 50-50 provisions of the foreign relief and re- 
habilitation statute specifically establishes the 50-50 ratio separately 
as between liners, tramps, and tankers. 

Prior to World War II, over one-third of the total export and 
import tonnage of the United States went on tramp vessels. Because 
none of this was restricted trade and because of the cost disadvantage 
to American-flag tramp ships, all of it was carried on foreign-flag 
tramp ships. There was not one American-flag tramp ship on the 
seas. An American-flag tramp fleet has been built up since World 
War II. It is already eliminated from the world market; it will 
soon be eliminated from the American market because of the existing 
adverse effects of the present tremendous overtonnaging unless sufli- 
cient tramp ships can be transferred to foreign registry so as to re- 
move this overtonnaging in the restricted American market. 

To understand the present situation with which American-flag 
tramp vessels are faced, and to comprehend the fact that no competi- 
tion to American ships will result from the transfer, it is necessary to 
briefly examine the basis on which tramp rates are set. With fixed 
operating costs, the question of whether or not an American-flag tramp 
fleet can survive depends upon what rates can be obtained for “the use 
of the vessels. In considering rates, certain factors differing from the 
liner-type operation must be clearly noted. In the first place, no con- 
ferences are permitted to tramp operators. Secondly, there are no 
ce tariff or conference rates. Thirdly, no flag preference is possi- 
ble to American-flag shippers or importers who use tramp ships. In 
the case of liners, the rates on American ships are the same as those 
on foreign ships, so that an American exporter or importer can choose 
an American vessel without handicapping his business operation. 

Where cargo moves on tramp-type vessels, where foreign-flag rates 
are far below those of a similar American tramp vessel, an American 
exporter or importer in the free market cannot choose an American- 
flag tramp vessel because of the delivered cost disadvantage which 
would accrue to him as compared to his competitor who has shipped 
on foreign-flag ship. Tramp rates are basically set in accordance 
with the basic laws of supply and demand. They vary from month 
to month, week to week, and day to day. They are set by an auction 
system in which shippers of cargoes solicit bids from vessel owners 
who have tramp ships 1n posit ion to carry the cargo, and contract with 

hat owner who offers the lowest price. Because of the absence of 
legal authority for conference agreements, tramp operators are not 
p< rmitted to join together to establish rates, but bid against each 
other for the carriage of each cargo in a free competitive market 
When there is an oversupply of tr: ae ships, rates ae al down pre 
cipitously. Each owner progressively lowers his offering price until 
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such time as the loss accruing from taking the cargo becomes greater 
than the cost of lay ing up the ship. 

At the present, rates for a typical tramp voyage between Seattle 
and Formosa are $127,450. This voyage requires 72 days’ use of the 
ship. The daily cost of operating this vessel is $2.090 (this includes 
all running expenses and fuel) which gives a total voyage cost of 
$150,000 for the 72 days of voyage. You will note that the result of 
this would give a monthly loss of approximately $9,600 per month. 
The aforementioned month ly loss is typical of results of almost all 
tramp vovages 1n the prese nt and forese eable marke at. 

{s you will note, the loss from the present operation of tramp ves- 
sels is approximately the cost of laying up the ships. This results 
from the huge oversupply of vessels and the resultant competitive 
demand among the shipowners to obtain the available cargo. If the 
present overtonnaged situation were cured by the transfer of half of 
the tramp fleet, the reduction of this huge oversupply would bring the 
rate situation back to normal. Even if some occasional lay-up oc- 
curred, the vessels remaining under the American flag should be able 
to operate profitably in the protected American market for an indefi- 
nite period, 


‘| he re 1s no way which we oe of for increasing the eargoes to 
tramp ships in the restricted American market. MSTS demands have 
fallen off tremendously during the last 6 months. Whereas last year 
at onet » before the Korean ‘armistice almost 120 Liberty ships were 


aacoaan ‘by MSTS, MSTS today has under charter only about 8 
Liberty vessels. The foreign relief and rehabilitation cargoes avail- 
able to American ships has fallen to only a small fraction of the former 
cargoes available. Moreover, shipments under those statutes are to- 
day increasingly more of liner-type cargo rather than cargoes carried 
in tramp ships. As the American flag tramp ship is priced out of the 
world market, the demand for his tonnage cannot be increased there. 
As the demand for these vessels cannot be increased, the only way 
to remedy the present situation is by a reduction in their supply. 
Only by reducing the existing huge overtonnaging can a normal rate 
situation prevail. Our association estimates that the reduction re- 
quired is approximately the elimination of 60 tramp vessels from the 


American market. If these 60 vessels are tri ansferred into the foreign 
market where they cannot compete with American ships, we believe 
rates sufficient to permit the remaining vessels - operate properly 
an be obtained. By reducing the overtonnaging and maintaining 


protection of the American market for MSTS business and for 50 
percent of the foreign relief and rehabilitation shipments, we believe 
the remaining nucleus of the American tramp fleet can be indefinitely 
pr'e served. 

What are the alternatives to the aforementioned program ? 

The most aoe is to extend the Merchant Marine Act of 1936 
and grant subsidy American-flag tramp ships. There is a normal 
large demand in a an 1 m: ae for tramp vessels. If the Ameri- 
ean ships could be put on a cost parity basis with our foreign com- 
petition, the entire American tramp fleet could be continued in op- 
eration. To grant such a subsidy would, we believe, cost $200,000 
per tramp vessel per year. If Congress would appropriate this 
amount the fleet could be maintained. If not, the only reasonable 
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alternative for maintaining a nucleus tramp fleet under American 
regist ry is the one here offered. 

One other alternative would be to permit these vessels to be fore- 
closed or scrapped. On those vessels which have mortgages to the 
Government, repossession would be possible. On those vessel which 
are not mortgaged to the Government, scrapping is the only possible 
result. In no case can the tramp owners long continue the present 
enormous drain on their capital resulting from the present rate and 
lay-up situation. In the event any tramp company were to survive 
after others had gone into bankruptcy, it would be in such a weak- 
ened financial condition resulting from the long wait that it would 
be unable to carry on in even a normal market. To avoid this, al- 
ternative action must be taken now: The only practical action which 
can be taken with existing legal powers is to permit transfer to foreign 
registry of that portion of the tramp fleet which represents the 
overtonnaging. 

An ex: imple analogous to the present situation appears in the case 
of two grocery stores serving a community too small to support both 
of the stores. If required to compete with each other, both will go 
broke and the community will soon be deprived of necessary grocery 
service. If one is removed, the other can survive and prosper and 
provide its service for the community over a long period of time. 

Shipping regulations and other governmental actions have recog- 
nized the need to avoid oversupply in other areas. Accordingly, we 
suggest that the action here proposed of reducing the present over 
supply of American-flag tramp ships would follow long-established 
custom of reducing the available service to that which can be sup- 
ported by the available commerce. 

Under the proposal here submitted, the Government would benefit 
in that a nucleus tramp fleet would be maintained, which fleet would 
otherwise be driven from the seas. In addition, Government mort 
gages would be paid off on any mortgaged ships transferred to foreign 
registry, while earnings of the remaining vessels would enable them to 
service their mortgage payments as they became due. Should the 
vessels transferred to foreign registry give profits to their American 
owners, taxes would accrue to the United States. Repairs on these 
ship would be made in American yards. Most important, in the 
event of national emergency the terms of the transfer to American 
citizens only would insure that the vessels would be available to the 
United States should their services be required. In addition, the 
American tramp management organizations would be maintained 
a national asset available in event of war or national emergency. 

American labor would benefit by these transfers. No loss of job to 
the American seaman would occur; the continued lay-up of these ves- 
sels would prevent these jobs from being available in any event. Most 
important, continuation of the present destructive competitive situa- 
tion for tramp ships would soon result in there being no operating of 
American tramp ships and no jobs on them at all. Under the program 
suggested by the association, however, approximately 60 American 
tramp vessels giving employment to approximately 2,400 American 
seamen would be continued indefinitely as operating American ships. 
It should be noted that after World War I the jobs available to 
American seamen on American tramp ships evaporated completely 
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when competition completely forced this fleet from the seas. Under 
our plan, a nucleus tramp fleet will be maintained and jobs kept 
availab le. 

he owners of these vessels would benefit by such a program in that 
they would have the advantage of financial solvency. In addition, 
their organizations would be kept available as valuable assets to our 


Nation whether the ships the *y operate are under American or foreign 
registry. In the event that their vessels prosper, these American 


owning and operating companies will be able to provide new con- 
struction owned by American citizens. 

Under the American system of government, no person is to be 
deprived of the free use of his property without due process of law. 
He is permitted to use or dispose of it freely, subject only to the re- 
triction that such use or disposal shall not injure the community of 


which he is a member. Certainly the transfer of these vessels to 
foreign registry, with their ownership retained by Americans, cannot 
be injurious to the Nation or its popwistion. Accordingly, there 


would appear to be no basis under the American system to justify 
any restrictions on such disposal. We know of no othe ) plec e of prop- 
erty which an American citizen cannot dispose of in the manner 
uggested under present conditions. In the absence of any showing 
that the transfer would be detrimental to the interests of the U nited 
states, we respectfully submit that the aforementioned transfers 
hould be permitted. 

The American Merchant Marine consists not only of the physical 
vessels and the management organizations to run them, but also of 
the large body of trained seamen available to man the American fleet. 
‘These seamen are every bit as Important to the national welfare as 
are the ships. There are at present thousands of trained American 
officers aaa seamen who are unable to obtain employment on United 
States fl: ag ships. Certs ainly no one would argue that because of their 
potenti: il need in event of possib le emergenc y that these une mployed 
seamen should not be permitted to obtain employment elsewhere than 
at. sea on American ships. It would appear equally proper under the 
Present situation to permit owners of American ships for which there 
is no b ee under American flag to transfer them to foreign registry 
and American ownership. 

In listening to the arguments advanced upstairs, I was a bit sur- 
prised to note that a clear distinction has not been made between the 
American market and the foreign market. I think that is the im- 
ortant part of our whole case, the difference between those two 
iarkets 

I want to discuss the point as to the cost differential between an 
Am« rican and a foreign vessel. An American vessel operates ap- 
proximately two-thirds more expensively than a foreign vessel. So 
that puts the American vessel in the position that it can only compete, 
ind this is important, it can only compete for that bit of business 
which is earmarked for the American vessel. I am speaking, of 
course, of the tramp vessels. And that business is limited to the 50-50 
uusiness for relief cargo, MSTS cargoes and whatever commercial 
yusiness may be available, primarily some lumber business moving 
trom the west coast to the east cost. 

The American tramp vessel is important. There is ho question or 
doubt about that. For example, we felt that it was and we feel that 
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it is, and that is why we are in the business. Fifty-four percent of 
all the export and import business in the United States moves on a 
tramp-type vessel. Forty-three percent of that movement is on a 
foreign-flag vessel. 

There are sufficient foreign-flag vessels today to take care of the 
business that is available to the foreign-flag vessels. So that if some 
American vessels were transferred, as we are advocating, they are not 
going to compete with the American vessels. There is no room for 
that possibility, because vessels once transferred and going to this 
foreign market will compete with the foreign operators and not the 
American operators. They never compete. It is an utter impossi- 
bility. 

By removing 60 vessels, that puts the American tramp fleet in the 
position that they will have less competition and have a good, fight- 
ing chance of survival. 

Senator Burier. You do not subscribe to the theory that every ves 
sel in the world trade is competing with our fleet ? 

Mr. Sruarr. I am 100 percent opposed to it. It just does not hap 
pen that way. 

Senator Burier. In other words, we cannot possibly be competi- 
tive with them no matter what we did ? 

Mr. Srvuarr. No matter if we tried. It is an utter impossibility. 
The cost differential is one-third for a foreign flag vessel to operate 
their vessel as compared to ours. It isan impossibility for that Amer 
ican vessel, once transferred foreign, to compete with the re maining 
tramp fleet. 

Senator Burier. In other words, the contention is made that there 
is only so much cargo and if that vessel is transferred from American 
registry it will lose its share of American cargo, but the thought there 
is that it would not get it anyway ¢ 

Mr. Sruarr. Thatisright. Itisthe worldwide market. 

Senator Buriter. With which we cannot compete / 

Mr. Srvarr. For tramp movement only, not even the liner vessels 
can compete with that movement. I am speaking of bulk cargo only, 
and it is quite different, there is quite a difference between that and 
the liner vessel which has a regular, scheduled operation. 

Senator Burier. You are talking about the berth liners? 

Mr. Sruarr. That is right. The American flag cannot, under any 
circumstances, compete with it, and so does the foreign flag not com- 
pete with the American business. 

Senator Burier. We are thrown back on the premise advanced by 
the Maritime Commission that if they go foreign and the commis 
sioned officers who are Americans on those ships, and some of the crew, 
and we may get some supplying of the ship and some repairing of 
the ship. 

Mr. Stuart. You will get approximately $400,000 worth of annual 
income into the United States as a result of these ship repairs, the 
fuels that are consumed, supplies. It amounts to about $400,000 an 
nually for each vessel, even though flying a foreign flag. 

Senator Burirr. Which, on the other hand, would be in the lay-up 
fleet. 


Mr. Sruarr. That is right. And eventually it would redound to 
our disadvantage because those foreign flag ships would charge higher 


rates, 
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Senator Buriter. And we have got plenty of room there. They have 
a lot of room to charge higher rates before we could even become com 
petitive with them. 

Mr. Srvarr. That is right. 

Senator SMaTiuERs. Yousay you operate four ships. They are under 
forelen re gistry, are they ¢ 

Mr. Sruarr. No, sir; these are American vessels. 

Senator Saaruers. Do you believe that there would be any com- 
petition to your particular ships ¢ Would the competition be greater 
to your ships if this policy of transferring foreign were followed ¢ 

Mr. Sruarr. If I thought that they would be competing with our 


vessels, we would hot be here today. 

Senator Smaruers. You are satisfied that the policy of transferring 
these ships that we say are of no use to us, that that will not hurt your 
bi Tié Sf 


Mr. Sruarr. Not one iota. 

Senator SMarueERrs. Do you operate tramp ships / 

Mr. Sruarr. Yes,su 

Senator Saaruers. Under the American flag ? 

Mr. Sruarr. Under the American flag. We would not be here if 
we thought it would affect the balance, the remaining segment of the 
American tramp fleet. 

Senator Smarners. Are you for a more open policy, a more generous 


policy in this matter of transferring American ships to foreign 
registry ¢ 
Mr. Srvarr. I will put it in this way, since 1950 I understand there 
as been a lot of talk about subsidizing the tr: amp fleet. Most of you 


ve et men who are connected with these committees have advocated 
t and make intensive studies and have pushed for subsidies to the 
(\merican tramp fleet, but unfortunately in spite of all your wonderful 
efforts, in spite of all the promises and encouragement, the encourage 
ment we have received from the administration and the legislative 
branch and the maritime unions, we find ourselves in a position that 
we cannot exist, and the only immediate solution, and that is our 
proposition, and we are not here for the purpose of destroying the 
(merican merchant marine, the tramp segment of it; we are here 
to save and salvage the tramp segment of it. If we transfer these 60 
vessels, with the remaining 60 we will have a fighting chance for sue 
cess. That will give us a nucleus fleet and will really try to stabilize 
the American fleet. I know you have tried and have supported it 
in every fashion you can, but it has not been forthcoming. 

Senator Smarnuers. You want to take 60 ships of the American fleet 

nd transfer them out ? 

Mr. Sruarr. Yes, sir. 

Senator Smaruers. And thereby lessen the competition in the Amer- 
ican fleet ? 

Mr. Sruarr. That is right. 

Senator Smariers. And it is your opinion that that group of 60 
operating in foreign registry would not affect you ? 

Mr. Srvarr. The American is limited strictly to American cargoes. 
That piece of business is earmarked for American ships. Anything 
traveling for MSTS must go on an American bottom. There is no 
doubt of that. 
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On the relief cargoes the 50 percent principle is in effect, 50 of it is 
earmarked for an American vessel, and is still earmarked for an 
American vessel. And then in the intercoastal business, that is still 
earmarked for an American vessel. That is why I could not under- 
stand the arguments advanced on the other side. 

Sen: itor Bt rLER. W oul | you fee | the same Wi ay if we passe “<] perma- 
nent legislation that made it compulsory or mandatory on all ships 
arriving from points outside the United States to go 50-504 

Senator SMATUERS. By reason of our money. 

Mr. Sruarr. It would be he ‘Ipful to our tramp fleet. I don’t know 
if there is sufficient cargo to fill the needs completely. I would feel 
better if we could pass legislation LOO percent to go on American 
bottoms, but is that possible / 

Senator SmatierRs. We don’t know. 

Mr. Sruarr. I doubt it seriously, from the reactions on this 50-50 
American. 

Senator Smaruers. Do you, your tramp ships, pay the regular CLO 
maritime union wages and so on, the statutory provisions ¢ 

Mr. Sruarr. One hundred percent; we pay the same wages that 
any of the subsidized lines or carriers would pay. It is the same, 
identical thing. 

I cannot understand how the CIO is objecting to it because by not 
permitting the 60 ships to go out, the entire fleet is going out of 
business. We are losing today $5,000 a month for each ship that is 

lay-up. Multiply that by 100 vessels and you have got $500,000 
going down the drain. That condition cannot exist. We are not here 
to indicate the importance of that $500,000, but I am here to save the 
balance of that. We are trying to do our utmost to keep our 60 
vessels in operation. 

Senator Buriter. You would have 60 less to bid on the business and 
have 60 more added to their fleet, which would make it more competi- 
tive for them. 

Mr. Sruarr. That is right; the only one to benefit would be the 
foreign-flag owner and operator. 

Senator Smatruers. I would imagine that the CIO’s basis is that 
* you transfer those 60 out of the American tramp fleet there will 
be that many jobs gone. In other words, while they operate only 
100 of those, there are that many jobs, more jobs than there would 
be if vou tre ansfer those 60 out. 

Mr. Srvuarr. That is their reason, I believe. 

Mr. Wesster. They used the expression that to transfer one out 
would create the release of another. Do you want to comment on 
that point? 

Mr. Srvuartr. I do not understand what he is talking about. It 
doesn’t make sense. 

Mr. Wesster. You don’t see how the one which is supposedly re- 
leased will compete because it will not be permitted to come into this 
market ¢ 

Mr. Sruarr. We have a market which is labeled American. The 
50-50 business on this relief program, the MSTS cargo, is completely 
limited to the American business and the intercoastal business must 
be American. But that is it. That is the American business. 

Mr. Wesster. Do you care to comment on the statement concerning, 
I believe the vessel Homeric, which had been the Mariposa? 
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Mr. Sruarr. Our attorney is here, and perhaps he could answer 
that question better than I could. 


STATEMENT OF MARVIN COLES, COUNSEL, AMERICAN TRAMP 
SHIPOWNERS ASSOCIATION 


Mr. Cotes. We tend to confuse the liner trader and the tramp trade. 
I would like to explain the difference. Liners go on a fixed route 
and a fixed schedule between two points, but the important thing 
is that many of them are subsidized so as to equalize their rates w ith 
the foreigner. That is point No. 1. And point No. 2, and more impor- 
tant than the subsidy, they operate under conference rates which are 


et by joint agreement between American and foreign lines, and which 
are set to permit them to make a profit. The American lines operate 
at the same rate as the foreign lines and they can compete for business 


and it doesn’t cost the shipper a nickel more to do so. So he favors 
the American flac. 

However, in the tramp trade every cargo is bought by an auction 
system A cargo of coal from Norfolk, Va.. to Rotterdam in the 
Netherlands comes under that category. The shipper asks the various 
brokers to tell him what ships are in position, and let us say that 
there are five of them altogether, an American ship, a British ship, 
‘ Norwegian ship, an Italian ship and a Dutch ship In position. The 
first ship will bid $10 a ton and the other one will bid $9.50 a ton 
and the next one will bid $8 a ton and whoever is the lowest will get 
the business. Now, I don’t know exactly whether that $10 is a correct 
bid, but IT am using it for illustration. 


In a case where our cost is so much oreater than the foreign costs 
it is absolutely impossible for any American vessel in the tramp trade 
naa for the foreign cargoes. 

ator Burier. What are the foreign cargo rates ? 


My. Cotes. I don’t know that. What is the comparative rate on 
the coal ficures I mentioned / 

Mr. Stuart. Mr. Stavros has the answer to that. I believe. 

Mr. Wititam Sravros. It will be $5.50 for foreign and $8.50 for 
Ameri an, 

Mr. Cours. Is the $5.50 subsidy less than the American cost of 
operation ¢ In other words, is that below the American cost ot 
operation ¢ 

Mr. Stavros. Yes. 

Mr. Corrs. In other words, they can give rates lower than the 
American break-even costs. The only thing the American flag tramp 
has is the restricted market, the 50-50, the MSTS and the intercoastal 
business. The foreigner cannot vet into those as a matter of law. 

FOUNY , out of a matter of 120 to 150 tramps—and the distinction of 
30 is thi . because some of them are not used fully as tramps—we 
come into the situation where 100 American ships are in lay-up and 
only between 20 and 50 are operating because the American cargoes 
are so small. Those that are operating are all operating at a loss 
because every owner, in order to try to keep his ship from laying up 
bids lower and lower in this auction system, and as a result every 
single ship in the American tramp fleet is losing money, every ship 
without exception is losing money. 
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We say get rid of the overtonnage of 60 ships and leave the remain- 
der to compete for the American business, and we think they can 
survive. 

Mr. Wesster. Otherwise, do you propose subsidy ? 

Mr. Sruarr. We have always proposed subsidies. In a little book- 
let we printed we speak of subsidies. 

Mr. Wesster. I want to have on the record whether you believe that 
if the present position of the Maritime Administrator is followed 
the future on permitting transfers foreign under the circumstances 

which he enunciated today, do you think there would be as much like- 
lihood that you would need subsidies as if he ceased to permit 
transfers ¢ 

Mr. Sruarr. If he ceased to permit the transfers, there is no ques- 
tion in my mind that we would be completely out of business in a 
comparatively short time. 

Mr. Wesster. I take it you are saying that there is a good chance 
you would not need subsidies if you are permitted to transfer these 
60 ships eee 

Mr. Sruarr. There isa good chance. If we enforce our 50-50 legis 
lation ind if we do not compete MSTS, in other words, MSTS to an 
extent has been in competition with private industry. 

Mr. Wesster. And if we get rid of the overtonnage? 

Mr. Sruarr. Yes, and I think there possibly we will be in a position 
to succeed without any subsidies, 
Mr. Wessrer. That is all I have. 
Senator Smatuers. Thank you. 
Senator Buriter. Did you have a word you wanted to add, Mr. 
Zito? : 
STATEMENT OF FRANK J. ZITO 


Mr. Ziro. My name is Frank J. Zito. I am an attorney and a 
partner in the firm of Radner, Zito, Kominers & Fort, with offices in 
‘ Washington, D.C. My appearance is on behalf of several steamship 

companies which have filed, or intend presently to file, one ations for 
approval of the Maritime Administration to transfer vessels to for 
elgn registry pursuant to the provisions of sections 9 and 37 of the 
Shipping Act of 1916. 
Under section 9, it is unlawful to transfer any vessel owned by a 
citizen of the United States or any vessel the immediately previous 
: documentation of which was under the laws of the United States to 
foreign registry, or to charter such vessel to an alien without the 
approval of the Maritime Administrator. Under section 37, it is un- 
i lawful to transfer any vessel, shipyard, or allied facility owned by a 
: citizen of the United States or to charter such vessel to an alien with- 
out the approval of the Maritime Administrator. 

My statement will be directed to the considerations underlying sec- 
tions 9 and 37, an understanding of which is essential to proper policy- 
making and to the proper administration of these sections of the act. 

The full scope of sections 9 and 37 is not generally appreciated : 

Section 9 applies to every “vessel” owned by a citizen and docu- 
mented under the laws of the United States. The term “vessel” in- 
cludes every description of watercraft or other artificial contrivance 
used, or capable of being used, as a means of transportation on water 
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(1 U.S.C. section 3). Thus, section 9 is applicable to all documented 
freighter Ss, tankers, passenger ships, colliers, car ferries, fishing boats, 
yachts, tugs, barges, et cetra. It applies without distinction to vessels 
operated on the Great Lakes, on the inland waters, and in the coast- 
wise and foreign trades. It applies regardless of the size of the 


vessel, whether 500 tons or 25,000 tons; regardless of the speed of the 


] 
vessel, whether 7 or 8 or 20 knots; regardless of the age of the vessel, 
whether 1 year or 50 years. Official statistics compiled by the Bureau 
of the ade show that as of January 1, 1953, there were 38,072 
vessels documented under the laws of the United States, of which 
1.339 were steamers, 1,311 motor ships, 238 sailing vessels, and 7,043 
unrigged vessels (Merchant Marine ae for 1953, pp. 2 and 3). 

Section 37 applies to every vessel owned in whole or in part by a 
citizen of the United States, regardless of * umentation. We need 
not here discuss the fact that section 37, insofar as it relates to vessels 
documented under foreign flag, transcends or may be violative of the 
sovereign rights and integrity of the country under whose flag the 
vessel operates, nor is it in point to discuss the further fact that the 
section is unique in that it represents one of the few attempts to legis- 
late with respect to property the situs of which is within the jurisdic- 
tion of another sovere ign. 

Section 37, applicab le only during a period of national emergency, 
increases materially the number of vessels subject to the control of the 
Maritime Administration. The amount of tonnage under foreign 
flag owned or controlled by American capital aggregates about 5 
million deadweight tons. 

During the latter part of the last century and continuing to the out- 

eak of World War I the United States merchant fleet had deterio- 
rated, to the extent that less than 10 percent. of our goods were carried 

American-flag bottoms. The legislative history of section 9 makes 
seer that the section was originally enacted to protect the United 
states against loss, through foreign transfers, of the essential and 
woefully few bottoms registered under the American flag and required 
for national defense purposes. Admiral Land, Chairman of the 
Maritime Commission, summarized the legislative history of the sec- 
tion as follows in a memorandum submitted to the House Committee 
on Merchant Marine and Fisheries on April 15, 1941: 


Section 9, as originally enacted in 1916, prohibited sales or transfers foreign 
unless approved by the Shipping Board only with respect to vessels purchased, 
chartered, or leased from the Shipping Board, or when the United States was 
at war or during a national emergency proclaimed by the President. Its 
original peacetime purpose obviously was to prevent the removal from the 
control of our laws of property which the Government owned or on which a 
balance was due the Government * * * 

It is clear from the merchant marine and shipping acts as a whole that the 
principle of section 9 is part of a coordinated plan for the maintenance of the 
merchant marine. It is also clear that the basic purpose of that section is to 
prevent sales to aliens and transfer to foreign registry of vessels required for 
the national defense, and that the importance to our commerce of the continued 
operation of such vessels sought to be transferred or sold also is carefully to be 
weighed and considered. 


It is significant that section 37 does not absolutely prohibit the sale 
or transfer of vessels even under actual war conditions. It was deemed 
desirable to preserve discretionary power of approval at all times. 

The 1918 act (H. R. 12100, approved July 15, 1918, Public Law 198, 
65th Cong.), which included the now section 37, was an amendatory 
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statute which recognized the inadequacy of section 9 under emergency 
conditions. It is clear from the legislative history of the act that 
section 37 was intended to supersede section 9 in times of war or 
national emergency. It has been the opinion of counsel generally, 
including counsel for the Maritime Commission and Maritime Ad- 
ministration, that the power to disap prove transfers under sections 
9 and 37 is limited by the expressed policy of the act, and that a trans 
fer may not be dei tied unless it is found that the vessel is necessar y for 
an adequate merchant marine or for national defense. On no other 
basis is there justification for denying transfer. 

The Court ot Claims recently considered the scope of section 9 
and stated: 

The plaintiff urges that the purpose of Shipping Act of 1916 in lodging in the 
Maritime Administration the authority to grant or deny permission to sell 
ships to aliens was to foster the merchant marine of the United States, after 
being assured that our national defense and our foreign policy would not be 
harmed by the transfer. We think the plaintiff is right 

The impact of any contrary ruling upon property rights has been 
uniformly recognized. 

\ report submitted by Admiral Land to Judge Bland, chairman of 
the House Merchant Marine and Fisheries Committee in 1941 summed 
up the problem very succinctly : 


In administering the section, the Maritime Commission has borne in mind 


that the extremely broad power granted to it obviously should be applied 
judiciously and with great care, in a manner harmonious with other st tes 
and constitutional guaranties affecting property rights, and that its arbitrary 
exercise not only would be wholly inconsistent with American principles of 


respect for rights in the ownership of private property, materially decreasing 
the value of vessels to their owners, but would tend to defent the interests of 
the United States by discouraging private investment in vessels required for 
national defense * * *, 

International events have resulted in a broadened concept of our 
national interests and it has become increasingly apparent that the 
defense of the United States is in substantial degree dependent upon 
world alliances. This has been reflected by the Atlantic Pact, the 
Treaty of Chapultepec, and other international commitments. 

The broadened concept of our national defense needs necessarily 
affects, and in appropriate cases may even control, determinations 
under sections 9 and 37. It is well-established law that every agency 
of the United States must discharge its duties and responsibilities 
with due regard to the overall executive and legislative policies of the 
United States. No agency may enforce the statute committed to it 
for administration in blindness to policies formulated in other 
legislation. 

In respect to the needs for our national defense it would be in- 
congruous indeed to appropriate billions of dollars each year for the 
implementation of these international commitments and, at the same 
time, assert that the vessels transferred to the registry of these coun- 
tries or nationals thereof would not be available for the defense of 
this country. 

Most of the applications for transfer involve Liberty-type vessels. 
These vessels were built for a specific emergency use in the national 
defense and not as competitive units. Substantiation for this state- 
ment may be found in the congressional records and statements by 
the Commission. Illustratively: 
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Excerpt from H. R. No. 10, 77th Congress, Ist session (to ac- 
company H. J. Res. 77, Public Law 5) : 

The type of ship proposed is described as what might be termed a “5-year” 
vessel. It is slow and seaworthy and has the longevity of a modern steel ship, 
but for the demands of normal commerce in foreign trade it could not compete 
in speed, equipment, and general serviceability with up-to-date cargo vessels. 

President Roosevelt, in a letter addressed to Congress dated Janu- 
ary 16, 1941, said with respect to the construction of these vessels: 

Such a program of emergency shipbuilding should be entirely distinct from the 
long-range construction program with which the United States Maritime Com- 
mission is proceeding under the 1986 Merchant Marine Act, and interference 


with that program, as well as interference with the naval construction program, 


st be avoided. * * * 


Inu 


Adm. Emory 8. Land, then Chairman of the Maritime Commission, 
stated at page 65 of the hearings held in the House on H. R. 4088, 
and House Joint Resolution 167, as follows: 

. * Now, when the standard ships come in, they would later come in under 
our program, and will not be brought in under lend-lease but we do not want any 
more of these emergency ships than we can help. We are trying to build 20-year 
ships competitively rather than merely 5-year ships competitively. 

The Maritime Commission specifications for the construction of these 
vessels (February 1941) generally outlined the type and design as 
follows: 

DesigN EC2-S-Cl 
FOREW ORD 

These specifications and plans depict a ship for special emergency production 
and operation. They are entirely separate and apart from the Maritime Com- 
mission’s merchant-marine program and are not intended to take any part in 
the United States merchant marine under normal peacetime conditions. 

Our defense establishments have reported on numerous and recent 
occasions that the Liberty-type vessel is too slow for modern defense 
needs. 

With the exception of a relatively few tankers, practically all of 
the United States fleet consists of war-built vessels. As such, the 
problem of block obsolescence is a material one. Restriction in trans- 
fer will result inevitably in the stabilization of the fleet at its existing 
level. 

The policies of the Maritime Commission and Maritime Adminis- 
tration in the administration of sections 9 and 37 are well documented 
in its annual reports to Congress. Some pertinent illustrative ex- 
cerpts from those annual reports are set forth below. Also set forth 
below are illustrative statements made in appearance before con- 
gressional committees. 

The annual reports to Congress show that between 1936 and 1950 the 
Commission approved the transfer of approximately 4,576 vessels. 
From July 1945 to June 1953 approximately 14 million deadweight 
tons were transferred, of which about 12 million deadweight tons com- 
prised vessels sold by our Government for foreign-flag operation. 

Generally speaking, the policy of the Commission and the Maritime 
Administration has been: 

(a) ‘To exercise its discretionary veto power under section 9 with 
care and moderation, on a case-by-case basis. 
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(6) Before reaching determinations under sections 9 and 37, to 
consider whether the vessel involved is required for the maintenance 
of an adequate American merchant marine; whether it is required for 
purposes of national defense, and whether the transfer would be in- 
consistent with or promote the foreign policy of the United States. 

(c) On questions of national defense, the Commission has been 
guided by the Navy Department; on questions of foreign policy, by 
the State Department. 

In its 1939 report, the Commission stated : 


In considering such application, the Commission takes into consideration the 
commercial and national-defense value of the vessel to our merchant marine, the 
use for which it is destined by the purchaser, the interest displayed by other 
American citizens in acquiring the vessel and the owner’s plans for replacement 
when the vessel has substantial size. 

* * * its veto power (under sec. 9) is exercised with restraint, primarily to 
prevent the use of vessels in illicit trade or in a manner detrimental to our 
commerce * * * 


The same views are repeated in the 1941 report, which states: 


The authority granted to the Maritime Commission to deny the transfer of 
vessel registry or sale to aliens is exercised with extreme care, in order that 
constitutional guaranties affecting property rights may not be abrogated. The 
Commission has no authority to compel the maintenance of a vessel in a given 
service. It may be operated, tied up, or scrapped at the will of the owner. 
Under normal conditions, the Commission does not seek to impose its judgment 
over that of the vessel owner who desires to dispose of his vessel property. Such 
action would be inconsistent with our principles of government. 


The administrative policy (of cautious use of the veto power ) like- 

wise is reflected in hanks other verbal statements before various com- 
mittees of Congress. For example, on December 5, 1939, Admiral 
Land, in his usual pungent manner, expressed the Commission's point 
of view as follows (hearings in connection with the Independent Of 
fices Appropriations Act, 76th Cong., 3d sess., p. 579) 
* * * it (sec. 9) applies to all ships that are registered * * * and while we be- 
lieve in it, it is a very oppressive thing on ownership of American citizens that 
they should have to go to their Government, or a branch thereof, to determine 
what to do with their own property. It should be used with the greatest of care, 
and under anything but abnormal conditions should be used most liberally. 


On April 28, 1949, the Vice Chairman of the Commission stated to 
the House Committee on Me rehant Marine and Fisheries (in connec- 
tion with the Hart bill, H. R. 3291, 8ist C ong., Ist sess.) : 


* * * Section 9, by reason of its nature as a cdi limitation on rights 
incident to ownership, has not been construed as vesting arbitrary or even 
broadly discretionary authority in the administrative agency. 

- e * +’ ~ * * 

The Maritime Commission, in its administration of section 9, considers as 
to the particular vessel involved its value to the merchant fleet for national- 
defense needs, the possibility of retaining the vessel in operation under Ameri- 
can ownership and flag, the advantages to the merchant marine of retaining 
such vessel, and the overall effect of the proposed transaction on the mer- 
chant marine, including the possibility of obtaining replacement through the 
construction of new tonnage. All these factors are considered in their relation 
to the declared national merchant-marine policy as expressed in the 1916 act 
and in subsequent merchant-marine legislation. 


The policy followed in administering section 9 in such manner as 
to preserve property rights has been generally approved by the Con- 
gress. Moreover, efforts to ch: inge the existing law or the existing 
administrative policy by amendments to that law, have consistently 
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failed. One such effort occurred in 1940 (S. 3074). another in 1949 


(H. R. 8291), and again in 1951 (S. 1704). The suggestions were 
opposed by the shipowners, shipbuilders, and all of the interested 
(sovernment departments and agencies. Congress apparently was 


satisfied to continue the provisions without modification either as to 
the language of the statute itself or as to the administrative policy. 


Furthermore, when the Merchant Ship Sales Act was enacted im 
146, Congress specifically provided that sales of war-built vessels to 


foreign interests should not be “inconsistent with any polic, v of the 
(nited States in permitting foreign sales under section 9 of the 
Shipping Act, 1916, as amended” (See. 6 (a) (1)). Under that act, 
the Maritime Commission approved the sale of over 1,100 vessels to 
foreigners. including a large number of fast. liner type Cl’s, C2’s 
and Victorys, as well as fast tankers, with the support and acquiescence 
of both Congress and the executive de partment. Such sales clearly 

ould. be inconsistent with any restrictive interpretation of section 9. 
In the Ship Sales Act Congress apparently recognized that the trans- 
fer of vessels—including C-type freighters and fast tankers—to non 

was not per se inconsistent with the policy underlying 


CONCLUSIONS 


1) ‘The imposition of onerous restraints on alienation and opera- 
110 oO} essels cannot be justified legally. No other property is 
ubye to such restraint except during periods when sales clearly 
] 


wild be inconsistent with our foreign policy or national defense. 
Refusal to approve transfers of vessels in surplus supply 
Pp] | pp! 


Wo ild hot nsure operation, Such vessels would necessarily be laid 
uporse) ipped v neon loss to the owner. 
The Gove rnme sold over 1,100 Government-owned vessels, 


Wine’ modern, high sp eect, cargo vessels and tankers, under the 


Merchant Ship Sales Act for foreion flag operation and less than 
850) ie United States flag operation. The Government cannot adopt 
one policy in the sale of over 1,100 desirable Government-owned ves- 
els and another completely inconsistent policy when considering the 
am of privately owned vessels to foreign nationals. 

(d) Any policy - restricting the foreign sale of noncompetitive 
or surplus American-flag vessels will discourage further investment 
in Ameri cal 1 ship ving. The hazards of the business coupled with 
the lack of ti portunity to salvage capital investment are not lightly 
undertake hn. 

(e) A realistic policy of approvals under Sections 9 and 37 would 
promote the American merchant marine by improving the earning 
potenti: al of the remaining vessels, especially in the domestic trade. 
Conversely, a policy of limiting approvals builds up an unmanageable 
surplus of idle vessels, creates depressed conditions in the steamship 
industry. and thus discourages construction, ownership and opera- 
tion of United States-flag vessels. 

(f) A restrictive policy on transfer will encourage the building of 
Snips in foreign shipy: ards. Transfer of obsolete vessels to foreign 
flag has the effect of minimizing the extent to which foreign owners 
will build new and more competitive vessels. 
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RECOMMENDATIONS 


No rigid policy can be established for the administration of sections 
9 and 37 except in the broadest sense. Each application for charter 
or for transfer must receive individual consideration and must be 
determined in the light of its impact on national defense needs and 
our foreign economic and military policies. Arbitrary or capricious 
enforcement would be contrary to the underlying philosophy of the 
law and would be an unjustified and illegal restriction on lawful prop 
erty rights. 

(A) Transfers should be approved if it appears | 1) that the ve sel 
is not required for adequate American-flag service in the foreign or 
domestic trades, and (2) that the retention of the vessel is not required 
for national defense purposes, and (3) that the transfer would not be 
nconsistent with the foreign policy of the United States. 

(B) Before making the determinations listed in (A) (1), (2) and 
(3) above, the following information should be developed and eval- 
uated: 

(1) As to the physical vessel—its age, size, type, general condition, 
etc. 

(2) As to the American merchant marine—the present and pro- 
spective use of the vessel; whether vessels of the particular size and 
type are or will be required in the foreseeable future for the mainte- 
nance of adequate service in any domestic or foreign trade route or 





service; whether the sale of the vessel will improve economic condi- 
tions by assisting im relieving the depressing eifect of surplus vessels 
nh any coastwise or foreign trade; and whether the sale of the vessel 
will promote replacement, either by direct application of the proceeds 
of the sale, or indirectly by improving economic conditions in shipping 
services affected 

(3) As to our national defense—whether the vessel is or may be 
required by the United States military authorities for our national 
defense: whether the vessel, if transferred, will be made available 
to the United States in case of war; and whether the national defense 
may otherwise be affected favorably or adversely by the intended 
transfer or operation. 

(4) As to the foreign policy of the United States—the nationality 
of the buyer; his intended use of the vessel; whether the transfer of 
the particular vessel to the country of documentation will further or 
conflict with the foreign policy of the United States; whether assur- 
‘ ances may be obtained as to proper use, either from the new govern 

ment of documentation or in the form of private commitments secured 
by liquidated damages where deemed appropriate in any particular 


i 
H 


A 
case. 

(c) The State and Navy Departments should be consulted in all 
cases for guidance on the national defense and foreign policy con 
iderations above noted. 

I wanted to call to your attention a matter which I handled a 
couple of years ago which I think should be of interest to you. One 
of our clients had a period charter offered to him for 4 or 5 years 
which required operation of a vessel under the American flag. He 
figured the cost of the vessel in an American shipyard. He figured 


the cost of the vessel in a foreign shipyard and figured the cost of the 
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accelerated depreciation allowed to him by way of a certificate of 
necessity, and found he would have done better mathematically and 
economically by taking that charter, but the determining factor— 
and he turned down the business because he realizes that upon the 
termination he would not be free to dispose of his vessel if employ- 
ment under the American flag were no longer profitable or nec essary. 
I do not mean to indicate that there should be free transfers of new 
type vessels, but I am trying to indicate that even under the present 
administrative policy, capital is swayed away from American ship- 
yards, and we do quite a bit of work with the shipyards and it made 
me rather unhappy to see it. 

That is the result and I thought you would be interested in that one 
example. 

Senator Burier. The record will be kept open for at least a week 
or so for others who want to present any statements on this subject. 

Mr. Perri. My name is Sherman Petrie, Jr., and I would like to 
submit a statement later if I may. 

Senator Butter. Yes, certainly. 

That will conclude the hearings at this point and, as I stated be- 
fore, we will keep the record open for at least a week to give anyone 
else an opportunity to submit statements who cares to. 

(Whereupon, at 5:29 p. m., the oral hearing was concluded.) 

(Appended is a communication from the Conference of American 
Maritime Unions, containing a list of questions which the conference 
requeste “l to be put before the Maritime Administrator, together with 
his reply to those questions, with a forwarding letter; also other state- 
ments and communications on the matters of Transfers Foreign which 
have received the attention of the subcommittee. ) 

MARrcH 31, 1954. 
Re Senate Subcommittee on Water Transportation ; hearings on transfers foreign. 
Hon. LovtIs 8. RoTHscHILD 
Maritime Adnsnistrator, 


Varitime Administration, 
Washington 25, D. ©. 

Dear Mr. Roruscuitp: I am enclosing a copy of a letter, with attachment, 
which I received yesterday from Mr. Hoyt S. Haddock, of the Conference of 
American Maritime Unions. You will find it self-explanatory, I am sure. 

In posing certain questions which he would like you to answer, he states, 
in pertinent part: 

“If these questions are fully answered, we believe that it would not be neces- 
sary for us to add more to the record However we would greatly appreciate 
receiving your permission to peruse the Maritime Administrator’s answers.” 

I believe your answers to his suggested questions will round out the record. 
Accordingly I respectfully request a reply at your early convenience. Soon 
thereafter the record will be closed and I have high hopes that our report will 
follow not far behind. 

If you feel that any of your answers to the proposed questions should not be 
made a matter of public record but should be treated in confidence by the sub- 
committee please feel free to so suggest, I am sure your judgment in this regard 
will be respected. 

A copy of Mr. Haddock’s letter, with attachment, dated March 30, 1954, this 
letter and your reply will be made a part of the printed record. 

Sincerely, 


JOHN MARSHALL BUTLER, 
Chairman, Subcommittee on Water Transportation. 
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CONFERENCE OF AMERICAN MARITIME UNIONS, 
Washington, D. C., March 30, 1954. 


Hon, JOHN BUTLER, 
Chairman, Senate Subcommittee on Water Transportation, 
Senate Interstate and Foreign Commerce Committee, 
Washington, D. C. 
(Attention: Mr. Donald Webster.) 


Dear SENATOR BUTLER: We have submitted to Mr. Donald Webster a list of 
questions pertaining to the problem of transfer foreign which, if answered by the 
Maritime Administrator, will tend to make the record more complete. If these 
questions are fully answered, we believe that it would not be necessary for us to 
add more to the record. However, we would greatly appreciate receiving your 
permission to peruse the Maritime Administrator’s answers. 

We thank you for giving us the opportunity to submit our views on this subject 
which spells out whether or not the American Merchant Marine will survive. 

Sincerely yours, 
Hoyr S. Happock 


1. What were the restrictions and conditions imposed on ships which were 
transferred to foreign flags since World War I1? 

2. What, if any, are the deficiencies of the Merchant Marine Act of 1936, as 
amended, and our other merchant marine laws which do not provide for an 
adequate American merchant marine? In other words, why do the operators of 
American-flag ships claim that it is necessary to transfer their ships to the run- 
away flags? Are transfers foreign in accordance with the intent of our mer- 
chant-marine laws and thereby provide any benefits to our national economy, 
national defense, or to the American merchant marine? 

3. Why doesn’t your new policy of easy transfer foreign require the transferred 
ships to be replaced by new American-flag ships? Is it true that your policy of 
permitting transferred ships to enter into direct competition with American-flag 
ships will result in the loss of cargoes to the American ships and the layup or 
transfer foreign of the American ships? Where, in your opinion, will this cycle 
stop? 

4. What are the requested conditions for the transfer foreign of the ships for 
which applications for the transfer foreign are pending? 

5. If you apply your new transfer foreign policy to dry-cargo ships, what is 
your estimate of the size and composition of the American merchant marine per 
year for the next 5 years? 

6. What would be the result of permitting American tramp ships to transfer 

and operate foreign at this time when approximately 10 percent of the foreign 
flag tramps are presently in idle status? 
When you appeared before the Senate Subcommittee on Water Transporta- 
tion on March 24, 1954, you were asked whether you could determine the 
amount of profits realized by the carriage of the economic and military aid 
cargoes carried by the ships for which applications are pending for transfer 
foreign. You stated that it would be difficult to compute those profits because 
some of the ships have had more than one owner, individual or company owner, 
since the original purchase from the United States Government. In line with 
your answer, would you give the requested information pertaining to those 
ships which have had only one individual or company owner. It would also 
be appreciated if you would give full information pertaining to the amounts of 
profits which were applied toward payment of the ships and how much was 
taken out of the industry in executive salaries and expenses and dividends. 

8. Do you firmly believe that the ships transferred to the runaway flags 
will be available to the United States in time of war? Are these ships manned 
by seamen who were screened for security reasons? If Russia should sweep over 
the sections of Europe and radio all runaway flag ships manned by seamen from 
those sections of Europe to sail to Russian-controlled ports or their families 
will be punished, do you believe these seamen would or would not comply with 
the Russion orders? Do you believe that this is highly probable because for 
years the Communist Party has been assigning their agents to work as seamen 
on ships of all flags? If all-out war breaks out, do you believe that it would 
be safe to permit the runaway-flag ships to transit the Panama Canal? 

9. Would the transferred ships be of any value to our potential enemies? In 
time of war would they be of any value to our Nation when either active or in 
the National Defense Reserve Fleet? 
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10. If our Nation is compelled to expand economic and military aid cargoes to 

h areas as Indochina, will the shipowners who transferred their ships be 
permitted to buy or charter American-flag ships in order to carry the cargoes 
reserved for American bottoms? If they are, under what conditions, other than 
‘i world war, will this accordion squeezing of ships from our merchant 
marine stop? Also, how will the bona fide ship operators of our Nation and 
nations maintain their fleets in competition with the low oper 





ther maritl 





ating costs of the runaway-flag ships? 
(In all questions from 11 through 18 when companies and subsidiaries are 
entioned, reference is being made to both American and foreign-ilag interests 
peracions, ) 
11. Please submit the names and citizenship of all stockholders, company 
ind operating or hiusbanding agents of each tramp ship owned by 
f M of the an Tramp Shipowners Association 
Pi es names and citizenship of the stockholders and co ipany 
f ( ng or husbanding agents of each tramp ship owned by 
f in ‘Tramp Shipowners Associa 
{ se ATSA companie hich are parent companic ith subsidiary 
fl ted companies, please give the names of the subsidiary or affiliated com 
tn isting < the names a 1d citi enship of the stockholds ‘Ss, coInpany 
d agents of the subsidiary or alliliated Company 
For those companies which are subsidiary or aftiliated companies, please 
e tl names of the parent companies with a breakdown of the names and 
izen p of the stockholders, company officials, and operating or husbanding 
el of the parent company and for the other (if any) subsidiary or affiliated 
iny of the parent company 
15. Please give a list of the names and citizenship of the stockholders, com- 
pany officials, and operating or husbanding agents of those companies which 
I e had the United States Government indict some of their officials or seized 
heir ships because of illegal procedures followed or deeps committed prior to, 
iring, or after purchase of ships 
In the cases of parent companies please give the names and citizenship of 
the stockholders, company officials, and operating or husbanding agents of the 


subsidiary or affiliated companies 
In the cases of subsidiary or affiliated companies please give the names and 
citizenship of the stockholders, company oflicials, and operating or husbanding 
rents of the parent companies and for the other subsidiary or affiliated com- 
panies of the parent company 
16. Please give the names of the ships and owners for which requests have 
been made for transfer foreign. Also, please give the names of other American- 
foreign-flag ships owned by those who have applied for transfer foreign. 
17. Please give the names and citizenship of the stockholders, company offi- 
‘ ind operating or husbanding agents of the actual or proposed companies 
to which the ships would be transferred if permission is granted by you 
If the company is or proposed to be a subsidy or affiliated company, please give 
the names and citizenship of the stockholders, company officials, and operating 
usbanding agents of the parent company and of the other subsidiary or 
filiated companies of the parent Company 
If the company is or proposed to be a parent company, please give the names 
tizenship of the stockholders, company officials, and opertaing or hus 
agents of the subsidiary or affiliated companies 
8. Please give the rates and total amounts of payments by the United States 


p ship companies to their operating and husbanding agents 


DEPARTMENT OF COMMERCE, 
MARITIME ADMINISTRATION, 
OFFICE OI HE ADMINISTRATOR, 
Washington De D. ¢ . ipril 26, 1954 


Subject: Hearings on transfers foreig! 
Mir. JoHN MARSHALL BUTLER, 
Chairn _ Subcommittee on Water Transportation, 
( mittee on Interstate and Foreign Commerce, 


United States Senate, Washinaton 25. D. ¢ 


1) 2M Butter: I wish to refer to your letter of March 31, 1954, enclosing 


py of etter, with attachment, addressed to you by Mr. Hoyt 8S. Haddock, 
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ot the Conference of American Maritime Unions, and requesting that his sug- 
gested questions pertaining to the problem of transfer of American-flag ships to 
foreign registry be answered by the Maritime Administration 

In accordance with your request, I am attaching a statement listing the an 
swers, so far as the Maritime Administration is able to do so, to Mr. Haddock’s 
questions in the order numerically in which they appear in his letter to you of 
March 30, 1954. 

Sincerely yours 
Louis 8. RoruscuHti.p 


Varitime Administrator 


ANSWERS TO QUESTIONS PROPOUNDED BY Hoyt 8. Happock, oF THE CONFERENCE OF 
AMERICAN MARITIME UNIONS, IN His Letrer oF MARCH 30, 1954, TO HON, JOHN 
MARSHALL BUTLER, CHAIRMAN, SUBCOMMITTEE ON WATER TRANSPORTATION OF 
THE COMMITTEE ON INTERSTATS AND FOREIGN COMMERCE, UNITED STATES SENATE, 
PERTAINING TO THE PROBLEM OF THE TRANSFER OF UNITED STATES-I'LAG SHIPS 
rO FOREIGN REGISTRY 


For the period July 1, 1945, to the present tin he conditions imposed 
by the Maritime Administration and its predecessor, the United States Maritime 
Commission, are described in general terms on the attached statement listing 

| 


the approvals granted by l« rencies for the period July 1, 1945, to and includ 
ing February 28, 1954 More particularly, the attached press release of July 


11, 1953, announcing the policy of the Maritime Administration on the subject 





of transfers of vessels of 1,000 gross tons and over recites in paragraph 7 thereof 


the standard conditions which have been imposed since that date 

2. All practicable means within existing law and national maritime policy 
have been and are being utilized to retain as many of these ships as possible 
under the American flag It is claimed by the owners of a considerable number 
of American-flag Liberty ships that there is no practical possibility of operating 
such vessels competitively in commercial foreign trade and that United States 
Government cargoes and Government-supported cargoes are no longer available 
in quantities adequate to support a large number of the available ships of this 
type. In those special circumstances where such transfers have been or will 
be granted, it is believed that the action was or will be of benefit to our merchant 
marine, our tational defense, or our national economy. In certain cases during 
the past few years the granting of foreign transfers resulted in the building in 
American yards of some fine new vessels for operation under the American 
flag. The practical alternative to most if not all of the transfers that have 
recently been authorized, or are now pending, is scrapping, or in the case of 
vessels mortgaged to the Government, foreclosure on the mortgages and placing 
of the vessels in our reserve fleets In these circumstances it appears that 
transfers to friendly foreign flags in demonstrably justified cases, with main 
tenance of American ownership, directly or indirectly, should permit retention 
of many benefits. American owning and/or operating companies would be able 
to maintain active and capable organizaticns of inestimable value to our country 
in time of grave need; the earnings of the American owners and of their Amer 
ican shoreside and seafaring employees will be subject to all corporate and per- 
sonal tax laws and regulations; and an appreciable number of American citizen 
masters and deck and engine room officers will undoubtedly still have employ- 
ment if the ships can stay in active operation; and the ships will be readily 
available to this Government in the event of grave national emergency or war 

3. The decision recently taken to permit the transfer of American-flag Liberty 
type tankers to the registries of certain friendly foreign nations was taken only 
after considerable thought and study had been given to the various facets of the 
problem. The Liberty-type tanker was an accidental product of World War IT, 
being an uneconomic conversion of an emergency dry-cargo vessel design In its 
unaltered state this type of vessel can carry only a very limited variety of petro 
leum products or other kinds of bulk liquid cargo. Out of 62 such vessels origi 
nally constructed, only 31 remained as tankers under American registry at the 
time the decision was taken, and of this number 17 were tied up for lack of em 
ployment, some having been idle for many months. This type of tank vessel 
under the American flag cannot compete in any normal market—even in the pro 
tected domestic trade—with more efficient types of tankers especially designed 
for the purpose and which have for at least the past year been available in rela 
tive abundance. In all cases where it has been possible to secure the building of 
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essels in American shipyards for American-flag operation as a condition 

















precedent to granting the fore ign transfer, such has been done. However, the 
ns f VESSE for which transfers are being sought, because of inability 
0 op any longer under the American flag, are not willing or financially able 
t ndertake construction and operation of new vessels under the American flag. 
| ] I dry-carsg ind tant! essels with ich we are here concerned enter 
, etitir after transfer to foreign registry, primarily with other foreign- 
fl | since their Ameri counterparts are effectively precluded from a 
yndpoint from competing in the open commercial market so far as foreign 
ri ed 
t. Conditions are ot requested by applicants for approval to transfer their 
eSst reign The Maritime Administration, pursuant to authority contained 
n sect 11 of the Shipping Act 1916, as amended, in granting the approvals re 
quired by sections 9 and 37 of that statute mposes such conditions as it may 
de ‘ \ These conditioz re referred to in the answer to question 1 
} ‘ rhey iv be plen “1, if circumstances should warrant 
5. 1 \J ime A tor has not as yet formulated any new general 
1 liberal ent restrictive policy regarding foreign trans 
f re n W type dry-cargo vessel He has, however, recently 
, 1 ‘ ! ransfe Liber dry-cargo i foreign own- 
f hese, ho al ception to t | policy and 
ypre oy d only after the find had been made that by so doing the 
ateral held by the Maritime Administration would be preserved, protected, or 
l Applications involving the transfer of Liberty dry-cargo vessels 
end nd those received in the future will be considered and acted upon 
n accordan with the particular facts and circumstances involved, under the 
nd responsibility vested in him under existing law In such circum 
s, no estimate of any practical value can be given as to the size and com- 
American merchant marine per year for the next 5 years 
S. 75 employment situation for foreign-flag tramps is not particularly good 
pl nt, but is greatly better than that for their American-flag counterparts 
VN hy s no assurance that Libertv vesss transferring to foreign flags 
v compete with existing foreign-flag tramps, there is good prob 
\ | 1 anv could do sc particularly since there are a numb ot small, old 
' f fram operating under such flag 
7. The Maritime Administration is not in a position to determine the profits 
r f v tramp shipowners through the carriage of economic and military aid 
cal ( rzoes financed hy Am«¢ I oAans, nor determine from avail 
data how much of those profits went toward paying for the ships and how 
} as taken out of the industry 
I : the position of the Department of Defense that transfers of the type 
ere discuss to Panamanian or Liberian registry with direct or indirect Amer- 
an nership and/or control—provide reasonable assurance that such vessels 
W be readily available to the United States in time of grave national emergency 
or war, and we subscribe to that view The seamen who will man these vessels 
presumably not be screened for security purposes, except to the extent that 
seamen on all foreign ships may be screened for subversive background if and 
vhen applying for temporary shore leave from their vessels in United States 
These hypothetical questions with respect to Communist control over 
eamen on oceangoing vessels of all flags and of the probable action seamen re- 
sponsible to such control would take in the event of war involving Soviet Russia 
hould is believed, be answered by those agencies of the Government directly 
oncerned with measures for the protection of our national security. However, 
uestion with reference to permitting foreign registered ships to transit 
the Pa Cs lin time of war, it is the belief of the Maritime Administration 
that the security measures which would be invoked by our military authority in 
‘ ne m with such transits w d render them entirely safe 
%. The vessels or any other ocean-going vessels in operating condition would 
be of value to a potential United States enemy, and no transfers have been or 


will be authorized by the Maritime Administration except under conditions which 
provide every reasonable assurance that the vessels cannot fall into the hands 
of an unfriendly power. In time of war they would be of value to our Nation 
when reactivated and placed in operating condition 

10. As to authorized transfers to Panamanian or Liberian registry, the trans- 
ferred vessels will not be eligible to participate in the transportation of United 
States economic- and military-aid cargoes except upon special permission of 
the Foreign Operations Administration. As concerns the question relating to 
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possible expansion of economic- and military-aid cargoes to areas such as Indo- 
china, American shipping companies who have transferred ships to foreign 
registry under Maritime Administration authorization will obviously be able to 
buy or charter in the open market any available privately owned American ship. 
Present law does not permit the sale of Government-owned merchant vessels, 
but as to charter of such vessels, any private American shipping company, other- 
wise eligible under existing regulations, would be eligible to apply to this Admin- 
istration for the charter of Government-owned war-built ships under the terms 
stipulated in the Merchant Ship Sales Act of 1946. 

11, 12, 13, 14. No current information is available sufficient to permit a response 
to the questions propounded in paragraphs Nos. 11, 12, 13, and 14. In view of 
the great mass of detailed data requested in these questions, applicable not only 
to those companies which have made requests for transfers, but also to those 
companies which have made no such request, the Maritime Administration sug- 
gests that the American Tramp Shipowners Association be approached directly 
to contact its members and to furnish the information required. 

15. For complete and accurate information on this particular subject, it is 
suggested that the question be directed to the United States Department of 
Justice 

16. It is presumed that this question refers to applications now pending for 
the Maritime Administration's approval of the transfer of Liberty dry-cargo ships 
to foreign ownership and/or registry. The attached statement gives such data 
as of the close of business on April 14, 1954. If germane to the subject, and if 
requested to do so, the Maritime Administration can obtain from the applications 
on file the names of the other American and foreign-flag ships owned by the 
companies who have applied for transfer foreign. This information, it is believed, 
would be in more complete form if obtained from the American Tramp Ship- 
owners Association. 

17. According to the applications presently on file, the majority of the transfers 
foreign are to Panamanian or Liberian corporations which are 100 percent 
owned by the present United States owner, the officers and directors for the most 
part being the same as those of the transferor corporation. No information is 
available in the applications concerning the operating or husbanding agents of 
the proposed foreign corporations, nor is data with respect to the corporate setup 
of the present United States owner of such vessels reflected in the application 
on file. This information can be secured if required. 

18. The Maritime Administration does not have sufficient data available to 
respond to this question. 


UNITED STATES DEPARTMENT OF COMMERCE 


CHARLES SAWYER, SECRETARY 
WASHINGTON A Pp. CO. 


FEDERAL MARITIME BOARD, MARITIME ADMINISTRATION 
{For release Friday a. m., July 11, 1952] 


Vice Admiral E. L. Cochrane, Maritime Administrator today made public 
terms under which privately United States owned vessels of 1,000 gross tons 
and over will be transferred to foreign ownership and/or registry during the 
period of national emergency declared by the President December 16, 1950, in 
accordance with Sections 9 and 37, Shipping Act of 1916, as amended 

The terms are as follows: 

1. Transfer of American-flag ships to foreign ownership and/or registry, 
or the transfer of ownership and/or registry of any ship owned by a citizen of 
the United States or corporation organized under the laws of the United States 
or of any State, Territory, District, or possession thereof, shall not be granted 
where there is a finding by the Administrator that the ship is needed for 
national defense purposes. 

2. In evaluating the necessity of a particular ship for national defense pur- 
poses, the Administrator will obtain the views of the Secretary of the Navy. 

8. If there is a finding by the Administrator that a particular ship js not 
needed for national defense purposes, consideration must be given to the need 
of the ship to meet the requirements of the foreign and domestic commerce 
of the United States. 

4. All applications for approval of the transfer of privately owned United 
States flag ships to foreign ownership and/or registry, or transfer of ownership 








96 MERCHANT MARINE STUDY 


and/or registry of ships owned by United States citizens or corporations or 
ganized under the laws of the United States or any State, Territory, District or 
possession thereof, shall be submitted to the Department of State for advice 
as to whether the transfer, if approved, is not inconsistent with the foreign 
policy of the United States. 

5. The Maritime Administrator will request the Office of International Trade, 
and the Intelligence Agencies (Office of Naval Intelligence and Central Intelli 
gence Administration) to check their files and report on all information con 
tained therein pertaining to the corporations and individuals to whom the 
ship is to be transferred, in order to ascertain that the foreign transferee is of 
good character and integrity and can be reasonably expected to carry out the 
conditions imposed on the approval of the foreign transfer. 

6. Whenever there are findings by the Administrator that a particular ship is 
not needed for national defense purposes, nor required to support the foreign 
and domestic commerce of the United States, where no objections have been 
made by the Department of State, and having ascertained the integrity and 
responsibility of the transferee, a transfer to foreign ownership and/or registry 


; may be granted subject to conditions imposed by the Administrator. These 
conditions may vary depending upon the special circumstances in each particulai 
case 


7. All transfers of American flag ships to foreign ownership and/or registry 
and all transfers to foreign ownership and/or registry of foreign flag ships 
owned by United States citizens, or by corporations organized under the laws of 
the United States, or any State, Territory, District or possession thereof, that 
are approved shall be subject to the following conditions: 

1) that the ship shall not engage in trade prohibited to United States 
flag ships under Department of Commerce Transportation Orders T-1 and 
T-2 or any modification thereof, so long as they remain in force; 

Unless ownership is retained in an United States citizen, the following condi 
tions (b) and (c) will apply. 

(b) that the ship, whether owned by the buyer or any subsequent trans 
feree, shall if requested by the United States or any qualified department 
or agency thereof, be sold or rechartered to the United States on the same 
terms and conditions upon which a ship owned by a citizen of the United 
States could be requisitioned for purchase or charter as provided in Section 
902, Merchant Marine Act, 1936, as amended, unless said ship is lost or 
scrapped. However, if the transfer of flag is to a country that is the 

lator of the North Atlantic Pact (NATO), the Administrator will con 
sider this condition satisfied if the ship, upon request, is made available to 
a NATO country within the terms of the Pact, 

(c) that there shall be no change in the ownership or registry of the 
ship, nor shall there be any transfer of stock interest in the foreign 
corporate buyer to persons not citizens of the United States, without the 
prior approval of the Maritime Administrator; and 

(d) that a surety bond, surety agreement or other financial security agree 
ment satisfactory to the General Counsel guaranteeing adherence to the 
conditions imposed by the Administrator shall be provided. This surety 
shall be in an amount not less than $25,000 and not more than $250,000, 
depending upon the circumstances in each case, such as the size, age and 
sales price of the ship. 

8. Ocean-going ships over 17 years of age, unless they are of some special 
design, shall be considered as obsolete and not needed to meet the commercial 
requirements of the American merchant marine, and may be transferred foreign, 
bject to the conditions outlined in (7) above, if not required for national de 
fense purposes and the Department of State has no objections on foreign policy 
grounds 









Si) 


9%. The Maritime Administrator is desirous of fostering a ship construction 
program for replacement purposes and unless national defense requirements are 
overriding, accordingly will allow older ships of both cargo and tanker design, 
as well as war built Liberty ships and T-2 tankers, or other types approved by the 
Administrator, to be transferred to foreign ownership and registry, providing the 
American owner effectively commits the proceeds of the ship’s sale or equivalent 
funds, to new construction, and satisfies the Administrator of (a) the company’s 
financial ability to carry on the new construction program and (b) the intent to 
complete the new ship for American flag operation under the conditions specified 
by the Administrator. Foreign transfers in these circumstances will be subject 
to the same conditions outlined in (7) above. 
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10. The Administrator may, when he considers it necessary to safeguard the 
American merchant marine, impose such further conditions as he deems ap- 
propriate 


MopIFricATION DateD DECEMBER 15, 1953, OF MARITIME ADMINISTRATION'S POLICY 
OF JULY 5, 1952—-APPROVALS REQUIRED BY SECTIONS 9 AND/OR 37, SHIPPING ACT 
1916 AS AMENDED WITH RESPECT TO VESSELS OF 1000 GROSS TONS OR OVER 


UNITED STATES FLAG LIBERTY TYPE TANKERS 


The Maritime Administrator on December 15, 1953 implemented the policy 
adopted by the Maritime Administrator under date of July 5, 1952, and as pub 
licly announced on July 11, 1952 (NR-52-57) so as to permit the transfer of Lib- 
erty type tankers to the flag of either Liberia, Panama, or Honduras, with owner- 
ship remaining directly or indirectly in the United States citizen owner. 

The new policy will permit the transfer of Liberty type tankers. Each ap- 
plication, however, will be considered on its individual merits, and approval 
granted only after certain findings and determinations are made by the Maritime 
Administrator as required by paragraph 6 of the statement of policy of July 5, 





Any approval granted will be upon the conditions set forth in paragraph 7 of 
the said statement of policy These conditions may vary depending upon the 
special circumstances in each particular case. 
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STATEMENT BY ANTHONY N, Zock 


My name is Anthony N. Zock. I am a member of the firm of Zock & Petrie 
with offices in New York City. I am appearing on behalf of owners of American 
flag Liberty-ty pe dry-cargo vessels who have either filed applications for transfer 
of flag pursuant to the provisions of sections 9 and 37 of the Shipping Act of 
1VIG o1 ire contemplating such action, 

The problem before this committee posed by sections 9 and 37 of the Shipping 
Act of 1916 has long been the subject of study and hearing inasmuch as the 
regulation of the transfer and sale of American-flag vessels brings into conflict 
our traditional American concept of freedom to lawfully dispose of private 











property as enunciated in the fifth amendment of the Constitution with our 
merchant marine policy as set forth in the Merchant Marine Acts of 1916, 1920, 
1928, and 1936 Che problem is further aggravated and tossed into the political 
arena by the alleged direct loss of American maritime employment as a result 
of such insfers 

fhe decision as to whether a particular American owner should be given 
authority to transfer its American-flag vessel to foreign flag and ownership is, 
by all statutes pertaining thereto, placed with the Maritime Administration, the 
administrative agency charged with the duty of developing and maintaining an 


adequate and well balanced American merchant marine for the promotion of the 
commerce of the United States and in aid of its national defense. 

It has been the opinion of counsel for the Maritime Commission (predecessor 
to the Maritime Administration), many times expressed in public hearings before 
committees of the Congress, that the power to disapprove transfers under sections 
9 and 37 is limited by the policy of the acts and that a transfer, therefore, may 
not bed ied unless it is found that the vessel is nec essury for the adequateness 
of our merchant marine or for national defense. 

In this connection, reference is made to testimony elicited by committee 
counsel (Mr. Coles) before the House Merchant Marine and Fisheries “om 
mittee June 4, 1946, on H. R. 3608, 79th Congress, 2d session (postwar disposi- 
tion of merchant vessels), of Maritime Commission Counsel (Mr, Skinner), 
and Commissioner McKeough : 

“Mr. Cotes. My thought was that the committee might ask the Commission 
for an explanation of its policy in permitting these transfers. If, as Mr. Skinner 
has indicated, they must permit the transfer, I cannot see how a criticism can 
be leveled at the Commission 

‘Mr. SKINNER. They have a discretion to the extent that in determining 
whether the particular ship is needed for the development of an adequate 
American merchant marine. If they answer, ‘No,’ and determine that the ship 
is not needed for National Defense purposes, I cannot find anything in the 
legislative history which gives any discretion to the Commission to say to a 
private individual ‘You cannot sell your private property.’ ” 





and again: 

“Mr. Cotes. The question of the requirement that these people could not sell 
their products in a free market, whether that could not be a deprivation of 
due process 

“Mr. McKroucu. Our counsel has insisted, and J] think correctly so, that 
should we deny such transfer, the owner of the property would immediately 
go to the Federal court and seek a restraining order prohibiting us from holding 
up his sale of goods, It is purely a constitutional picture.” 

Again, in hearings under S. Res. 50, pt. 3, p. 625, Commissioner Mellen in 
describing criteria used by the Maritime Commission in permitting transfers 
said: 

“The Maritime Commission, in its administration of section 9, considers as 
to the particular vessel involved, its value to the merchant fleet for national 
defense needs, the possibility of retaining the vessel in operation under American 
ownership and flag, the advantage to the merchant marine of retaining such 
vessel and the overall effect of the proposed transaction on the merhant marine, 
including the possibility of obtaining a replacement through the construction 
of new tonnage, All these factors are considered in their relation to the declared 
national merchant marine policy as expressed in the 1916 act and in subsequent 
merchant marine legislation.” 

Commissioner Mellen further stated: 

“The Commission in the past has held to the position that a withholding of 
its consent to the transfer or sale for reasons not involved in these considera- 
tions would exceed the authority intended to be delegated to it by Congress.” 














MERCHANT MARINE STUDY 101 


The American Tramp Shipowners Association has reported to this committee 
that “almost 100 of a total of 150 American-flag tramp ships are now laid up 
for lack of profifable employment.” These vessels are of the Liberty dry-cargo 
type—emergency war-built tonnage designated as surplus and not constructed 
as part of the program contemplated by the Merchant Shipping Act of 1936 to 
give us an adequate and efficient Merchant Marine to serve our commercial 
needs and effectively meet foreign competition 

The Maritime Administration, in its report to Congress under the Merchant 
Ship Sales Act of 1946, reporting activities through December 31, 1953, in appen- 
dix B thereto, giving a summary of reserve fleet ships indicating general 
availability for reactivation, stated that there were 1,361 Liberty ships available 
for service at normal reactivation and repair expense in the reserve tleets 

It is this type of vessel above-described which American citizen-owners of the 
“unsubsidized specie” are presently requesting the Maritime Administration 
approve for transfer foreign and which the Congress has been requested to 
prevent 

Let us review the above-mentioned tests invoked, and it is submitted properly, 
by the administrative agency and evaluate the overall effect of nontransfer 
versus transfer. 

1. Value to national defense Nontransfer would increase our laidup reserve 
of Liberty vessels from 1,361 to approximately 1,500 whereas in transferred 
status there would be available to the United States immediately, without costs 
and time incident to breaking out vessels from lay-up, up to 150 vessels in 
operating condition. 

2. Possibility of retaining vessel in operation under Amerigan flag and owner- 
ship.—There is no sale or charter market for about 100 Liberty vessels which 
are in layup now at owners’ cost with no foreseeable employment and ever-in- 
creasing new foreign dry-cargo tonnage coming off foreign ways. 

3. Advantage to merchant marine retaining vessel.—Inasmuch as the vessels 
are noncompetitive with foreign tonnage, and now laid up, the vessels will not 
even if retained under American flag, provide employment to American seaman 
or shipyard employees. In many cases where owners are in financial distress, 
nontransfer will cause loss of the vessels to mortgagees, either Government or 
banks, neither of whom are desirous of becoming owners of nonoperative or 
nonmarketable obsolete American-flag tonnage as well as disruption of owners’ 
shoreside personnel. Transfer would permit some employment to shipyard work- 
ers in effecting repairs and would aid in the maintenance of shoreside personnel. 

4. Possibility of obtaining replacement through the construction of new ton 
nage.—The retention of these vessels, which are now commercially nonecompeti- 
tive, will not induce new construction under American flag but will lead a num- 
ber of owners to financial ruin and act as a deterrant to any private American 
investment in new tonnage. 

It is submitted that nothing in the proposed transfers is inimicable to the in- 
tention of the Congress as expressed in the various shipping acts from 1916 to 
date and that the transfers made subject to the general conditions now imposed 
by the Maritime Administration : 

(1) Sale to owners and flag approved by Maritime Administration and 
State Department. 
(2) No further transfer without Maritime Administration consent. 
) Trading in accord with T-1 and T—2 regulations. 


(5 
(4) Availability for United States use in emergency. 


will be in furtherance of our Maritime and Foreign policies and will not violate 
any American interests. 

The Canadian Government, when confronted with a similar situation in its 
merchant marine, acted promptly and realistically in granting permission to 
Canadian owners to transfer to an approved flag so as to become competitive 
inasmuch as refusal to grant subsidized owners the right to transfer would in 
effect make such owners subsidizers of domestic labor until economie forces put 
such owners into bankruptcy and their vessels into wasting “rust buckets” or 
the scrap heap. 

It is recommended that the subcommittee impose no restriction upon the Mari- 
time Administration as requested but permit said agency to administer sections 
9 and 37 of the Shipping Act of 1916 in accordance with the established policies 
of said act and related laws in furtherance of our national defense and foreign 
policy with due regard for the constitutional guaranties of American citizens. 
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STATEMENT OF THOMAS A. SPEARS ON THE QUESTION OF THE MARITIME ADMINIS- 
RATION Poticy WItH REGARD TO THE APPROVAL OF TRANSFERS OF FOREIGN 
LIBERTY VESSELS 


My name is Thomas A. Spears. I am president of National Shipping & Trad- 
ing Corp. which operates eight Liberty-type vessels under American flag. 

It is hardly necessary to reiterate the expressions and feelings of all our top 
executives of the need of a healthy merchant marine fleet not only for the 
economic welfare of our country, but for the necessity of it in case of any emer- 
vency President Eisenhower currently stated that he considered the American 
merchant marine as a fourth arm of the armed services, on the same level as the 


Army, Navy, and Air Force. It, therefore, resolves itself that any action which 
has as a result the weakening of the American merchant marine should be con 


sidered an action of sabotage against the Armed Forces We must not forget 
that in the early period of World War II the United States paid dearly for its 


failure to develop and encourage a merchant marine fleet, particularly a tramp 
fleet 

And yet, the modest but promising American tramp shipping industry which 
leveloped since the war now stands at the rossronads About To ereent of 


the privately owned Liberty ships are idle, laid up, and, if continued this 


way, will be ready for the scrap pile 
What has happened that has created a situation where 9S of our total 120 
Liberty ships are now idle, deteriorating? There is one reason, and only one: 
Ameri 1 tram essel owners cannot compete with their foreign competitors 
because it is the higher American standard of living that affects labor, sub 
{ e, costs, et The monthly pay of an American crew is more than 8 times 
rge as that of the highest cost competitor, and nearly 5 times the lowest 
cost competitor Che American owner is as skillful, as experienced, as alert, 
and as prudent an operator as his foreign-flag competito However, he cannot 
ercome these obstacles 
With this fact ve recognized, what should be done about this situation? 
lo do nothing would be to destroy this fourth arm of the American services, 


besides bring ruin to companies that have invested millions of dollars to keep 
e and healthy 


There are two alternatives 


1. The Merchant Marine act of 1986 must be amended to provide for a sub- 


dy for the American-flag tramp vesst Phis act in substance devised the 

t inciples under which the cost differential between American- and 
foreign-flag ships resulting from the highe American standard of living is 
equalized by subsidy contract. Recognizing the possible delay in congressional 
action in connection with this matter, the other alternative for keeping this 
ndustry healthy and alive for the best interest of our country is the second 


proposition 


2. The policy of the Maritime Administration must change to bring about the 


ime results without any cost to our government. Under the present policy of 
the Maritime Administration no vessel subject to its jurisdiction may be changed 
to any foreign registry. In other words, an American vessel, owned by an Ameri- 


f 


n company, which cannot be put to work because of competitive conditions and 
which otherwise could be operating under a foreign registry is to remain idle 
and permit it to deteriorate until it becomes of no use to anybody. 

What is to be done‘ 

1. The number of American Liberty tramp ships necessary for normal peace- 
time traffic should be determined. For this purpose the 1953 traffic should be 
considered a normal year, since previous years were boom years due to circum- 
stances such as European needs of Government-financed cargoes of coal and 
grain, and hostilities in Korea. This normal peacetime traffic is the one which 
presently gives employment to a small number of American ships. This traffic 
that which United States legislation has mandatorily reserved for American 
ships 

2. After the determination of ships so required to remain under American flag, 
permission should be granted to all Liberty-type vessels in excess of this normal 
number to transfer to Panamanian, Liberian, and other friendly foreign registry. 

In case of any extraordinary circumstances, or in case of emergency resulting 
in an abnormal increase of traffic, additional American tonnage could be pro- 
vided by the reactivation of vessels in the reserve fleet, as it has been successfully 
done in the past emergencies. There are 2,084 vessels in the United States 
reserve fleet of which 1,475 are Liberty type. 





Is 
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If the policy of the Maritime Adminisfration remains unchanged, the ships 
themselves, the companies that operate such ships, and every branch of the 
industry and the trade will suffer as a result. The ships are presently deterio- 
rating in layup berths and the owning companies are in no position financially 
to provide for their maintenance. Hence, if permission to transfer foreign is 
not granted, these ships will eventually be nothing more than a mass of scrap. 
They will be absolutely useless for any further employment in time of peace 
to say nothing of their use in time of emergency. With the prolonged layup 
of their ships, the shipping companies will be gravitated into financial ruin 
All the trades connected with shipping, and in particular shipyards, have already 
lost valuable business. Highly skilled personnel such as shipyard workers, port 
captains, port engineers, etc., are being lost to other fields of employment, which 
is a very serious matter to be considered. Finally, future investment in shipping 
will be discouraged 

The Government, also, will suffer very definite financial loss, for the Govern 
t is the mortgagee for the majority of these ships to an average amount 
75,000 for each ship. 

If about 60 vessels are transferred to foreign registry they will again become 
ships “under steam” precious in time of war or peace, always at the disposal 
of the Government of the United States in case of emergency requiring tonnage 
in addition to the American tonnage of the active and reserve fleets 

If the policy of the Maritime Administration is altered, it would immediatel 
put these American Liberty ships in operation: it would mean employment; it 

ould mean the expenditure of millions of dollars annually for the upkeep of 


men 


of about & 


these ships. A ship “under steam” has needs beyond description and imagina 
tior Yearly expenditures exceeding $300,000 for each ship is not uncommon 
Ship suppliers and chandlers, insurance companies, brokers, « companies, 
transport companies, ete., and above all shipyards, will profit by aving these 
ships under steam instead of idle 

Transfer foreign will certainly not increase unemployment of seamen as 
alleged by the opposition to such transfer The ships are now laid up, unable 
to offer any opportunity of employment to the presently already unemployed 
seamen. The opportunities of employment of American seamen are determined 
by the normal traffic and not by the number of idle American ships ] ry 
possible means to increase this normal traffic has already been put into effect, 
such as the 50-50 rule, ete No possible additional measure could be taken to 

} 


nerease such traffic without disturbing the whole of American economy. The 
ow level of traffic is a cold fact: the unen ployment of seamen, its direct resi 
is here to stay 

Also transfer foreign will not mean increased competition to ships remaining 
under American flag as alleged by the opposition to such transfer Chere is a 
market known as the American market which is definitely reserved for ships 
under American flag such as the market for coastwise voyages the needs of the 
Military Sea Transportation Service and the part of relief exports which are 
so reserved by Acts of Congress. No foreign ship can ever enter into such markets 

nd therefore the argument of increased competition of foreign flags is unsound. 
On the contrary by decreasing the number of American ships available in this 
American market from all points of view their position is strengthened and dis 
astrous competition is minimized 

On the other hand if this overtonnage is transferred to foreign flag by increas 
ig the competition in the foreign market the American industry will profit 
American economy will benefit because the freight rates will be maintained lov 
and stable. As long as these American ships remain idle freight rates will in 
crease to the benefit of foreign competitors who will reap the pronts However, 
if a transfer to foreign registry of American ships is approved, the advantage 
of low and stable freight rates to American exports will be obvious. Labor costs 
can be anticipated on our imports, such as minerals and many strategic mate- 
rials necessary to our American industrial might. 

In order that all these things may be possible, and at the same time to protect 
the Maritime Administration and the United States Government from any 
possible loss or risk in the security of the mortgage, the following changes in the 
policy of the Maritime Administration and steps to be taken are imperative 

1. Determination of the number of privately owned and presently operated 
ships of the Liberty type which should remain under American registry to insure 
the smooth flow of existing normal traffic. (Although there are only about 22 
that are now operating, a tentative figure of about 60 Liberty type is advanced). 

2. All other privately owned American ships should be granted permission 
upon application to register under friendly foreign flags, provided that such 
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will remain under the absolute control, ownership, and operation of the 
American citizens 


This résumé is respectfully submitted for your consideration. Additional 
arguments in favor of this proposal may be advanced and questions that may 
he raised against it, could be answered In the best interest of our country’s 
economy and in our country’s defense in case of emergency, we feel that 1 of 
the 2 programs suggested must be adopted as quickly as possible, for time is of 
the essence, in the life or death strug of our merchant marine fleet. 





STATEMENT OF JAMES B. STUART CONCERNING MARITIME ADMINISTRATION POLICY 
WitH REGARD TO APPROVAL OF FOREIGN TRANSFERS 

Much emphasis, by opponents of foreign transfers, has been placed on the 
supposition that competition would result to American tramp vessels if a seg- 
ment of this fleet were permitted to transfer foreign. I feel it is important 
to further clarify this aspect of our case 

Mr. Haddock gave as “a prize example” of such competition (p. 75 of the 
transcript of proceedings) the sale of the Mariposa which vessel was subse- 
quently renamed the Homeric and registered under a Panamanian flag. As a 
result of such sale and transfer, the H/omeric replaced the luxury liner, Atlantic, 
in the run between Canada and Europe, and it has been announced that the 
it/antic will be placed in the run between New York and Mediterranean ports, 
thus coming into direct competition with American-flag passenger liner vessels. 

This case, however, has absolutely no bearing on any policy regarding the 
foreign transfer of American tramp vessels. It must be understood that sub- 
sidized liner vessels can and do compete with foreign-flag liner vessels as a 
result of the subsidies they receive. 

The tramp fleet, on the other hand, receives no subsidies and, as a result of 
the tremendous difference in operating costs between the foreign-flag tramp 
vessel and the American-flag tramp vessel, it is impossible for the American 
tramp to compete in the worldwide market with the foreign-flag tramp. There- 
fore, assuming that a foreign transfer were permitted for an American tramp, 
the newly transferred vessel enters into the foreign field of competition. The 
Variposa example would now be analogous if it were now possible for this 
newly transferred foreign-flag vessel, or any other foreign-flag vessel, to enter 
into the market open to American tramp vessels. This, however, is utterly 
impossible as the business available to American tramp vessels is strictly limited 
to only American-flag vessels, which is: 

1. Cargoes under our various relief and rehabilitation statutes, 50 percent of 
which has been labeled specifically for American-flag vessels only. 

2. Military Sea Transportation Service requirements which are strictly lim- 
ited to American-flag vessels only. 

3. Commercial business moving purely between American ports which again 
is strictly limited to American-flag vessels only. 

It can be readily observed, therefore, that the “prize example” has completely 
failed in its purpose as it is inapplicable to the case on hand since in no way can 
a newly transferred foreign tramp compete with an American-flag tramp vessel 

the American markets above indicated 

Mr. Haddock further stated (p. 102 of the transcript of proceedings) in speak- 
ing of tramp ships that, “They are not competing with foreign ships and have 
not been. There have not been really tramp ships competing in the world trade 
f g the American flag in this century, certainly none that I know of and I do 
not think that they can.” 

Thus Mr. Haddock confirms our position that there are two separate and dis- 
tinct markets: the worldwide market in which it is impossible for an American 
vessel to compete and the American market which, by statute, is limited solely to 
American vessels and, consequently, is impossible for a foreign-flag vessel to enter 
competitively. This being the case, it is obvious that it is utterly impossible for 
a newly transferred foreign vessel to compete with the American tramp vessel. 

The American tramp-ship owners have requested permission to transfer for- 
eign approximately 60 of their vessels because they sincerely believe that, by so 





doing, the remaining segment of their fleet, with less competition, would have a 
better chance for survival: that seamen would have a far better chance to regain 
50 percent of the jobs that they have lost through lay-up; that millions of dollars 
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of additional income would be added to the “American pocketbook” as a result 
of such transfers foreign, through jobs, ship repairs, supplies, ete., which are 
iost to Americans so long as these vessels are in lay-up, as they presently are, 
and with little or no prospects for future employment. This last point can be 
more readily understood when you consider that the foreign-flag vessel that enters 

United States port oftentimes requires repairs. The owner of this vessel, even 
though he realizes that such repairs could be performed in a foreign yard at a 
much cheaper price, in the overwhelming majority of cases must, of necessity, 
perform these repairs in an American yard as the position of his vessel is such 
that he could not possibly sail to a foreign yard for such repairs because: 

1. Usually time is of the essence in making the sailing dates for his next 
charter ; 

2. It would be economically unfeasible to sail in ballast to a foreign port and 
return for cargo; and 

3. The vessel could not proceed to a foreign port for repairs as, in many cases, 
the vessel would be in an nnseaworthy condition 

On the other hand, to deny our request for transfers foreign would unquestion- 
ably result in the following: 

1. The entire American tramp fleet will go out of business within a compara- 
tively short period of time because of the idle status of approximately 100 of 
these ships at a cost of $5,000 per ship per month and the losing rates under 
which a small number of these vessels are still operating, “cut-throat competitive 
rates.” 

2. American labor would lose the entire job potential of this fleet 

3. American capital would lose many millions of dollars, and consequently, 
would have no confidence to reinvest in American tramp vessels 

t. Foreclosures on Government mort¢ S,as a result of these defaults, would 
=till mean a loss to the United States Government as the market value of these 
ships today is much less, in most cases, than the outstanding mortgages. 

5. Repossession of these vessels by the Government would add to the layup cost 
of the reserve fleet. 

6. Shipping companies, so difficult to organize and maintain because of the 
complexity of this business, would be forced out of existence. 

7. Personnel of these shoreside establishments would be out of jobs 

The only benefit resulting from the refusal of such transfers would be to the 
foreign owners and operators who have a virtual monopoly on the carriage of all 
commercial bulk cargoes in and out of the United States and would have that 
much less competition to contend with. 

Section 611A of the Merchant Marine Act of 1936, briefly stated, gives a snb- 
sidized owner the right to transfer foreign in the event he is denied subsidies. 
Certainly, if it were the sense of Congress to provide relief to an owner under 
these circumstances, it seems only just and equitable that similar relief should 
be granted an owner who never received subsidies in the first place: whose 
vessel is in layup and has no prospects of future employment under the American 
flag 





AMERICAN UNION TRANSPORT, INC., 
New York 4, N. Y., April 2, 1954. 
Hon. JoHn M. BUTLer, 
Chairman, Committee on Water Transportation, 
The United States Senate, Washington, D. C 

Dear SENATOR But er: In hearings recently held by your committee, the ques- 

on of transfer to foreign registry of American tramp vessels was ventilated. 

We strongly feel that the overall interest of the United States would be served 
by assisting American shipowners to engage in tramping. This could be achieved 
by permitting them to transfer their vessels foreign and to enable them, under 
\merican control, to compete with other tramps of foreign registry. 

We have explained our views in the matter in a memorandum which has been 
offered for incorporation in the record. We are at your disposal either in a 
hearing or privately for any questions which may arise in this connection. 

Respectfully yours, 


E. Houzer, 
Erecutive Vice President. 
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BUSINESS ASPECTS OF TRAMP SHIPPING INDUSTRY 


This memorandum is intended to describe the business aspects of tramp ship 


ping not generally appreciated and which should be understood in order to arrive 
at decisions concerning the future of the tramp section of the American mer 


In our opinion, the facts are as follows: 
I. Tramp vessels carry bulk cargoes at rates freely negotiated in an interna- 
irket depending upon the relation of supply and demand of ships and 


\. While freight revenue is thus on an international level, operating costs 
depend primarily on the vessel's flag, the operator’s skill being less important 
pure operating cost of an American-flag Liberty vessel is $1,275 per day 
‘ is SOOO for exactly the same vessel under foreign flag This represents an 

irmountable handicap to the American owner. 

lb. To be wholly competitive a tramp must accept freight in any currency 
arterers, Currency restrictions of foreign countries, especially 
the sterling block, on the one hand (making it difficult for American owners 
accept these currencies and use them to cover their expenses) and the chronic 
ar shortage of the major trading nations, even in South America, on the 








othe ind, automatically operate to restrict the ability of American firms to 
1p even if they operate their vessels under convenience flag 

| rhe essence of tramping is freedom of movement. An owner fixes or bal 

sels in a direction where he expects the highest rates, in accordance with 

é Vv of supply and demand. His skill in judging market trends and fore 

equirements, au other conditions being equal, determines his success 

It must be clearly understood, however, that the result of a single voyage by 

lot n determin the overall efficiency of operation only a series of 

terrelated will do so 

\. Due to the unbridgable gap in operatil! cost America tramps can only 

*eart rzoes at rates higher than world market rates The rates they can 

depend upon the relation of supply and demand purely for American-flag 

‘ However, this restricted field cannot be properly called a market be 

( ( ssential requirement of a tramp market, namely, the ability to move 

fre ballast to other loading ports and take return cargoes, is denied the 

Ame ! amp operator 

3. What cargoes are available to American tramps is determined entirely by 

the ¢ neress and the United States Government Of late. the available cargoes 

bave shrunk to practically nothing, completely paralyzing the tramp section of 

| American merchant marine 


III. The conelusion that must be drawn, therefore, can be clearly defined as 


\. Liberty ships are useful for carrying bulk cargoes, including primarily, 


g ores, and coal. They can be and are being used for general cargo where 
sper not essential It is clearly up to Congress to decide whether, as a 
matter of policy, the tramp section, for the most part Liberty-type vessels, is 

essential portion of the American merchant marine and should be kept in 
operation or not. 


I. If the answer is in the negative there would be no reason to prevent 
owners of American-flag vessels from freely transferring to foreign flag where 
they can continue to operate. Since it appears desirable, even in the event of 
transfer, to maintain some control over these vessels, it would be in the interest 
of the United States to assist American owners of foreign-flag tramps to com 
pete efficiently with vessels of other mercantile nations. This can be accom 
plished by the following simple measures : 

(1) Permit transfer of registry providing the vessel is owned directly 

by or through foreign affiliates or subsidiaries of American nationals. 

2) Authorize the Maritime Administration to maintain in effect mort- 
gages and permit the owners to amortize mortgages as at present after the 
vessels are transferred foreign providing the present owners remain re- 
sponsible to the Maritime Administration for the debt, as is the case now 

It appears unfair to expect American owners to repay mortgages as a 
condition of transfer and at the same time restrict the vessels as is the 
Maritime Administration’s present practice in respect to resale to third 
parties 

(8) Authorize the Maritime Administration or other appropriate agency of 
the Government to purchase from American owners of foreign-flag vessels 
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freight revenues collected in foreign currencies which are not freely con- 
vertible into dollars, net of disbursements in the same foreign currency at 
the official rate of exchange. This measure would help overcome foreign 
currency restrictions. 

(4) Authorize FOA to include ships wholly owned by American nationals, 
directly or through subsidiaries, under convenience flags (Panama, Hon- 
duras, Liberia) among the non-American-flag ships eligibel to carry cargoes 
financed by FOA, 

(5) Under such conditions it would be entirely reasonable to impose 
upon owners the obligation to respect trading limits desired by the Mari- 
time Administration; and not to resell the vessel except to another Ameri 
ean firm without prior approval of the Maritime Administration. 

. C. If the answer is in the affirmative (that policy requires American tramps 
to remain under American registry) then it is obviously essential for Congress 
to provide a climate in which the tramp section of the private merchant marine 
can exist and this will necessitate the following measures : 

‘ (1) Require 50 percent or more of all cargoes financed by the United 
States Government irrespective of origin or destination to move on Ameri 
can-flag vessels at compensatory rates (after the war the then War Ship 
ping Administration established rate schedules for American-flag move- 
ments all over the world as Maxima. This can serve as guide providing the 
minimum is also set). 

A summary of United States Government cargoes now requiring, re 
spectively not requiring transportation by American-flag commercial vessels 
are these: 

(a) A portion of military cargoes. MSTS space requirements are 
preferentially covered by recourse to regular lines (mostly subsidized). 
The dearth of commercial cargoes and reduction of MSTS require 
ments has resulted in a severe drop of the number of tramps chartered 
by MSTS (MSTS estimates they will need about 20 instead of up to 
140 tramps a year ago) 

(b) FOA-financed cargoes. These move 50 percent American flag 
providing they emanate in the United States. Bulk cargoes available to 
tramps financed by FOA are severally curtailed because 

Regular liners, mostly subsidized, take an increasing percenta; 





bulk cargoes such as grain, fertilizer, sulfur, and coal which should go 
on tramps, due to dearth of other carg6des 

FOA increasingly purchases offshore rather than in the United States 
Offshore procurement is moving entirely on foreign-flag vessels. 

(c) The entire stockpiling program under General Services Admin 
istration is purchased on a delivered basis, not requiring American-flag 
transportation. This comprises large quantities of ores for which 
tramps are eminently suitable but are entirely lost to American-flag 
vessels at present. 

(2) Equalize by means of an operating subsidy the cost differential in 
{ operating a tramp vessel under American versus foreign registry 

(a) Such a subsidy can be coupled with the requirement that profits 
exceeding 10 percent of invested capital are set aside in a new building 
fund similar to provisions now governing subsidies for liner vessels 

(b) The subsidy is necessary as a long-range measure since the 

} temporary relief which would be affored to some extent by requiring 
all Government-financed movements to go at least partially on Ameri- 
can flag cannot be expected to last indefinitely. 


AMERICAN Export LINES STEAMSHIP “EXCALIBUR,” 
Pier D, Jersey Crry, N. J... 
1t Sea, January 30, 1954. 
Hon. JONN MARSHALL BUTLER, 
Senate Office Building, 


Washington, D. C. 


Dear Str: The crew of the steamship Excalibur has asked me to appeal to you 
to use your influence to prevent the termination of the free medical and hospital 
care now afforded merchant seamen in the marine hospitals. 

This service to seamen was established by legislative action in 1779, and is 
traditional, not only in the United States, but in all maritime countries. To deny 
the American seaman this traditional right would be discrimination of the rank- 


est sort. 
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If this move is in the interests of economy, it is a mistake. The local hospitals 
that would be compelled to absorb the load are unable to handle their present 
commitments and the USPHS is the only health agency that has the experience 


and the facilities to properly screen the returning American and foreign seamen, 
who are exposed to disease and contagion all over the world, and to move 
promptly ar fliciently to prevent the spread of disease that could be of epidemic 
1 
All this is in addition to the training afforded the medical profession in research 
and clinical experience with tropical and other rare disease that cannot be 
obtained in other hospitals 
Won't you please give this your earnest consideration and oppose any legisla- 
tiv I ninistrative action that would tend to change the present program? I 


assure you that such action on your part would be in the best interest of all. 
Very sincerely, 
JOHN P. Ta.zor. 


FEBRUARY 17, 1954. 


Steamship “Excalibur.” Pier D. 

Jersey City, N. J 
Thank you for your letter of January 30, in which you 
half of the crew of the steamship H.rcalibur, to use my influence 
to prevent the termination of the free medical and hospital care now afforded 





merchant seamen in the marine hospitals 
I know what these services have meant to the merchant marine in the past 
id am anxious to do anything I can to be of assistance 
I will take vour letter up with the members of the Subcommittee on Water 
Iransportation of which I am chairman, and be assured that your letter will 
receive the fullest consideration. 

With kind regards, I am, 


JOHN MARSHALL BUTLER, 
Chairman, Subcommittee on Water Transportation. 


Prer D, JERSEY City, N. J., 
At Sea, April 1, 1954. 
Hon. JoHN MARSHALL BUTLER, 
Nenate Office Building. 
Washington 25, D. C 

DEAR Sir: Please accept my thanks in behalf of the crew of the Hercalibur 
for your reply to my letter concerning the marine hospitals. It is gratifying 
to know that you consider this matter important enough to warrant your 
attention 

However since then a matter of much more importance has come up, the 
transfer of American ships to foreign registry. This problem started with the 
Maritime Administration's liberalization policy which permitted the transfer of 
» tankers to foreign registry and the Administration’s consideration of the 
American Tramp Steamship Association’s request to transfer 160 Liberty ships 
to foreign registry. These transfers have been permitted in spite of the state- 
ment of the Department of Defense that the American merchant marine is de- 

ent in 165 dry-cargo ships, 6 passenger ships, and 48 tankers. 

I wish to emphasize the fact that these transfers constitute the most serious 
threat to the existence of the industry. If the Maritime Administration permits 
the transfer of American ships to continue, the marine hospital issue, and all 
other issues affecting the Maritime service will become academic because there 
will be no merchant marine 

As chairman of the Subcommittee on Water Transportation, you are in a 
position to recommend legislation that will put an end to this suicidal policy. 
I hope that you will see fit to take whatever action is necessary to restrain the 
Maritime Administration from further depleting the Nation's merchant marine 
until suitable legislation can be enacted to prevent us from being driven from 
the seas 

Sincerely yours, 





Joun P. TALgor, 
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INDUSTRIAL UNION OF MARINE AND SHIPBUILDING WORKERS OF AMERICA, 
Camden, N. J., April 14, 1954. 
Louis S. ROTHSCHILD, 
tdministrator, Maritime Administration 
United States Department of Commerce, 
Washington, D. C. 


Dear Mr. Roruscuitp: The Industrial Union of Marine and Shipbuilding 
Workers of America is opposed to your policy and practices of transferring 
American merchant ships to foreign operations. We think that our Government 
is permitting our merchant marine to be depleted by allowing such transfers. 

Qur Government, from 1945 through 1952, has permitted the transfer of 5382 
privately owned American ships to foreign flags. In the past the Government 
had usually specified that American ships transferred to foreign flag could not 
come into direct competition with American-flag ships. American maritime labor 
emphatically stated that even with that policy, every ship transferred meant 
that two ships were lost to the American Merchant Marine. This was so because 
the transferred ship would release anether foreign-flag ship from another trade 
which would then come into competition with American ships 

It is important to realize that this practice is made even easier for standard 
cargo and tank ships than it is for passenger ships. Also, we wish to point out 
that this practice of having transferred ships release other ships to restricted 
trades is a means of offsetting the requirement that the transferred ship shall 
not ply in the trades with Communist countries in accordance with the Depart- 
ment of Commerce's transportation orders T-1 and T-2. 

We do not think that ships under the “runaway” flags will be available to us 
in the next national emergency. Unlike the crews of American-flag ships, the 
seamen aboard the runaway flag ships are not screened for loyalty. Based on 
the knowledge that the Communists have issued orders to their agents to become 
seamen aboard these ships, it would be folly to believe that they are not aboard 
these ships. This is especially true because many of the crews aboard these 
ships are from such countries where many of the people are avowed Communists. 

All of us are familiar with the fact that the Communist Party in this country 
had ordered its agents to seek employment aboard United States merchant ships 
especially those which transit the Panama Canal. In time of war it would be 
umazingly foolish for our Government to permit ships flying the runaway flags 
to transit the Panama Canal which is so vital to our national defense. Also, we 
will not find enough loyal, skilled American seamen to man these ships if we 
permit the runaway-flag ships to drive us off the high seas. 

The American Tramp Shipowners Association has already requested that the 
Maritime Administration’s new relaxed tanker policy now become applicable to 
their dry-cargo, Liberty-type tramp ships. They have made applications for 
the wholesale transfer of 60 of their ships to the runaway flags. Their argument 
is that at the present time 100 of their 150 tramp ships are laid up because of 
lack of economic military-aid cargoes. They state that the transfer foreign of 
60 of their ships will permit the remaining 90 to remain under the American flag. 

The transfer of the 60 tramp ships to the runaway flags will result in direct 
competition of those ships with the tramp ships of bona fide foreign maritime 
nations, as well as with our nontramp ships which frequently carry bulk cargoes 
in order to offset overhead expenses. 

We firmly believe that our Government should make a complete study of the 
need of an American tramp fleet and provide means for maintaining this fleet 
in competition with low-operating-cost foreign tramps. However, we believe 
that until such a study is made and legislation is enacted, the American tramps 
shall not be transferred to the runaway flags. 

In 1924, Lloyds Register recorded only 15 ships flying the Panamanian flag. 
As of June 30, 1953, there were 533 ships, aggregating 5,765,000 deadweight 
tons, under the Panamanian flag (Annual Report of the Federal Maritime Board 
and Maritime Administration 1953, p. 67). On that date there were 145 ships, 
aggregating 2,277,000 deadweight tons, flying the Liberian flag, and 73 ships, ag- 
gregating 570,000 deadweight tons, flying the Honduran flag. This is a total of 
751 ships, aggregating 8,612,000 deadweight tons, under the 8 runaway flags. 

As of January 1, 1954, there were a total of 346 ships of 1,000 gross tons and 
over owned by American companies and operated under foreign flags. Also, 
there were a total of 72 ships which were being constructed for these companies 
to operate under foreign flags. These 418 ships are 34 percent of the privately 
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owned ships under the United States flag. Of these 418 ships, 207 are under the 
runaway flags of Panama, Honduras, and Liberia. 

The argument often used by the American companies is that they operate their 
older ships under foreign flag. This is not true. In their 1952 annual report 
Lloyds Register of Shipping reported that only 5 percent of the tankers regis- 
tered under the American flag were under 5 years old. On the other hand, the 
percentages of tankers under 5 years old in the runaway fleets was as follows: 


Percent 


Honduras ute a 60 
Liberia ewes 78 
Panama ‘ ns _ ; ane. 3 


It is paradoxical that the large American companies that dodge paying Ameri- 
can taxes are the same ones having large foreign holdings which require the 
protection of our Government. 

We hope that the Maritime Administration will reverse its relaxation of that 
statement of policy issued under date of July 11, 1952, which now permits the 
transfer of Liberty-type tank ships to foreign account or registry. 

Very truly yours, 


Joun J. GroGan, President. 
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